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THIRD SUPPLEMENTAL APPROPRIATION BILL, 1952 


MONDAY, MARCH 24, 1952 


Unirep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 2:30 p. m., pursuant to call, in room F-37, 
the Capitol, Hon. Kenneth McKellar (chairman of the committee) 
presiding. 

Present: Senators McKellar, Hayden, McCarran, Maybank, Rob- 
ertson, Bridges, Ferguson, Cordon, Young, Knowland, Thye, Ecton, 
and McCarthy. 

TREASURY DEPARTMENT 


Division or DispurRsEMENT, BurEAvu oF AccouNTS 


STATEMENTS OF R. W. MAXWELL, COMMISSIONER OF AC- 
COUNTS; PAUL D. BANNING, CHIEF DISBURSING OFFICER, 
DIVISION OF DISBURSEMENTS; R. E. SMITH, BUDGET OFFICER; 
C. 0. BRYANT, ASSISTANT CHIEF DISBURSING OFFICER, DI- 
VISION OF DISBURSEMENT; AND W. L. JOHNSON, BUDGET 
OFFICER 

GENERAL STATEMENT 


Chairman McKe.iar. The committee will come to order. The 
first witness may proceed. 

Mr. Bannina. Mr. Chairman, I have a prepared statement which 
I will submit for the record and then I will read as much as possible. 

Chairman McKe tar. Very well. 


I. FUNCTIONS OF DIVISION OF DISBURSEMENT 


Mr. Bannina. The Division of Disbursement disburses appro- 
priated, trust, and special funds for the civilian agencies of the Govern- 
ment, except the Post Office Department, the United States Marshals, 
and certain Government corporations. It also receives and deposits 
collections relating to appropriations and miscelleneous funds, and 
issues savings bonds under the Federal payroll savings plan. 


II. HOUSE ACTION ON APPROPRIATION REQUEST 


H. R. 6947 providing supplemental funds for the Pay Act, Public 
Law 201, Eighty-second Congress, contains on page 38, line 13, 
$400,000 under the heading “Salaries and expenses, Division of 
Disbursement.’’ This amount is subject to the general provisions of 
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the measure limiting expenditures of 90 percent of the amount con- 
tained in the bill. This, in effect, reduces the amount allowed to 
$360,000 which is $454,000 less than the estimated requirements. 

Mr. Chairman, I have a detailed statement reflecting the amount 
required for each classification, grades GS-1 through GS-16, to meet 
the cost of the pay raise granted under Public Law 201, which, subject 
to your approval, I would like to have inserted in the record. 

(The statement referred to follows:) 


Statement reflecting increased salary cost resulting from Public Law 201, 82d Cong. 





1952 


Grade 10-percent 
Number of increase 
employees minimum 














of grade 

Oana 

4 $3, 200 

9 6, 840 

29 18, 560 

22 11, 880 

18 9, 000 

17 7, 820 

20 8, 400 

49 18, 620 

72 24, 840 

a ts a eee Se eae ana te cthins aL ans ae eaaele 149 46, 190 

CE EES SEI As BELL EI LN TIE ene 2, 565 769, 500 

CPG 2. es... a eee...) geeks eae eee 1 340 

CD oo snc cn ne ee oe Cee ian tote ch eben aiCivcs SM 8 2, 480 

COPC-6 ta OPGs3. 22 ec e: sacle aE es sada ah «a3 agi 63 18, 900 

Increase applicable to temporary employees----____----- poe Tce wa dad 229 68, 700 

Increase applicable to differential... .. .........-.._..-.-.-.--...------.---+-- Sesleri cuits aie 4, 294 

Employees not eligible under Public Law 201__._...........--.-----.-------- | MW tic a LIAL. 

ee | 

Ee eee Ss 2 ERAS, -t Ve 3, 276 1, 019, 564 
Deduct: 

NG cots cna ote ree cook cn Seek edanncanctedete wdnte see eadekete 165 49, 500 

Nomsupiesbas petted, Faly 1 to 7, 2001... .. i... nn since ccs tw ncnnoes Sch waka gat ‘ 13, 819 

Anticipated reimbursements, nonappropriated work __..............-.--- 148 45, 245 

Leave savings (Public Law 233, 82d Cong.) -....-...-.----.-------------- 34 97, 000 

fannie eee 


Net cost of salary increases applicable to appropriated funds. __-__--_-- 2, 929 814, 000 


Ill. COMPARISON OF UNIT COSTS 


* Mr. Bannina. Possibly your committee might be interested in a 
brief table showing what has taken place during the past 9 years. 
I have here a comparison from the years 1944 through 1952 of the 
number of transactions classified as to payments, collections, and 
savings bonds. The table shows the related expenditures and the 
average unit cost for each year. Subject to your approval, I would 
like to have the table inserted in the record. 


Table showing payments, collections, savings bonds, cost and unit cost 


| | | 








- Number of Average 
Number of | Number of e | 
Fiscal year payments | collections - _ Total items | Total cost = 

ee ae 61, 009, 197 | 10, 898, 153 | 4, 343, 544 76, 250, 894 $5, 160, 503 $0. 0677 
e.g cdenccansd 81, 845, 548 &, 657, 132 4, 554, 624 95, 057, 304 . 6,018, 750 

| eee 134, 541, 597 | 8,051,334 | 4, 137,31 146, 730, 244 * 8, 520, 933 0581 
Fr I obi as wise cotbes. 160, 637,192 | 8,880,329 | 2,970,901 172, 488, 422 11, 002, 370 0638 
BT MRE vo cexperssnacs 162, 485,273 | 6,813,240 | 2,257,138 | 171, 555, 651 10, 034, 622 0585 
1949 actual__- .-| 175,735,576 | 5,787,078 | 2, 402, 927 183, 925, 581 11, 215, 534 . 0610 
1950 actual __- --.---| 189, 736, 578 5,875,718 | 2, 485, 644 198, 097, 11, 955, 053 

We UTE coast she edcén 179, 872, 470 5, 728, 583 | 2, 426, 348 188, 027, 401 11, 600, 042 0617 
1952 estimated. -_......-_- 189, 577,700 | 5,874,500 | 2,500,000 | 197,952,200 | 112,911,349 - 0652 


1 Includes cost of blank checks heretofore borne by Bureau of Engraving and Printing and cost of salary 
increases authorized by Public Law 201, 82d Cong. 
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The last column in the foregoing table showing the average unit 
cost each year from 1944 through 1952, I think, presenta a significant 
picture of the progress we have made. You will note that the unit 
cost was 6% cents in 1944. Notwithstanding the repeated increases 
in wages and labor, and the ever-mounting prices on materials which 
have taken place in the last 9 years, the average unit cost for this 
year is about 6% cents. The Division has accomplished this result 
through the use of production controls, improved mechanical equip- 
ment, streamlined procedures, and close budgeting. Our complete 
financial plan for all offices, for all categories of expenditure and for 
each month is promulgated prior to the beginning of the fiscal year. 
Then we watch the unit costs. 


IV. APPROPRIATION FOR THE FISCAL YEAR 1952 


For the current year 1952, the Division has an annual appropria- 
tion of $11,500,000. In addition we need the funds in the supple- 
mental appropriation request, $814,000, to defray the increased cost 
of salaries under the Pay Act of 1951 (Public Law 201, 82d Cong.). 
The two items make a total of $12,314,000. Aside from appropriated 
funds the Division will receive $597,349 as reimbursement frem the 
two transfer agencies serviced, making the total funds, $12,911,349. 
This year the Division will process 197,952,200 items at an avreage 
cost of about 6% cents per item. Among processed articles—and 
our check is one processed article the cost of which (6% cents) has 
not gone up since before the close of World War IJ—one has to search 
far indeed to find an article which has not increased in price. Actuall 
Government salaries have gone up 60 percent, and the supplies ree 4 
we buy such as paper, envelopes, and other materials, 83 percent. 


V. RISING PRICES 


One problem we have had to cope with is higher prices—a situation 
that is with us continuously. Labor, material, and utilities have all 
gone up. We have to meet these prices. If a business concern finds 
that the cost of an article has increased, the management may curtail 
production, and even in the Government some administrative agencies 
can follow the same course and curtail their activities. The Division 
of Disbursement has not this choice. It cannot reduce the number of 
regular payments to be made. The number of checks for veterans 
pensions, social security benefits, subsistence allowances, civil service 
retirement, and other recurring categories cannot be reduced except 
by legislation. Neither can the number of payments for current 
miscellaneous items such as supplies, contractual services, communi- 
cations, freight, and so forth be curtailed by the Division, because 
the control over such items rests alone in the hands of the agencies 
served. Every month, always on a given due date, the Division of 
Disbursement issues approximately 13 million checks from its 27 
regional disbursing offices. As I will hereinafter show the only class 
of payments which might be deferred would be the issuance of income- 
tax refunds and that course would be most ill-advised. 
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VI. EFFECT OF THE REDUCTION ON PROCESSING INCOME-TAX RETURNS 


The reduction of the supplemental appropriation estimate to 
$360,000 means that all scheduled work could not be performed. 
Each month beginning with February and continuing through May, 
there is a substantial increase in the volume of work, due to the 
processing of some 29,000,000 income-tax refunds. On the funds as 
provided by the House in H. R. 6947 all this work could not be handled. 
The inadequacy of the funds would seriously retard the income-tax 
program. In processing tax refunds, the cost per check is $0.0514. 
A reduction of $454,000 as made by the House would represent the 
equivalent of the cost of processing approximately 8,800,000 tax re- 
funds. Deferment of the payment of these income-tax cases would 
be highly prejudicial to the interest of the Government. The average 
tax refund check is $55.14. Inasmuch as interest on overpayments of 
Federal taxes accrues at 6 percent from April 16, 1952, the potential 
monthly loss might be as high as $2,426,000. Moreover, I should also 
point out that the inability to perform this work in the fiscal year 
would correspondingly throw the appropriation for the fiscal year 1953 
into a deficit by the extent of the added expense for items carried over 
to that vear. 

The Division of Disbursement will do everything in its power to 
discharge all work within the appropriation provided by Congress, 
and it will make every effort humanly possible to keep the work cur- 
rent to avoid added cost to the Government but on present calcula- 
tions we will not be able to handle all income-tax work. 


VII. ECONOMIES EFFECTED 


The record of the Division of Disbursement for conservation of 
manpower has been the subject of favorable comment in hearings 
before both the Senate and the House of Representatives. The man- 
power saved by the Division can readily be established by reference 
to the President’s annual budgets and the related appropriation hear- 
ings. During the past 5 years we cut the personnel strength from 
3,735 employees to 3,075 employees, a reduction of 660 employees. 
At the same time the volume of work actually increased by more than 
25,000,000 items. This vear alone between July 1, 1951, and Decem- 
ber 31, 1951, we made a further reduction in manpower, cutting the 
number of employees from 2,958 to 2,900, a saving of 58 employees. 
Bear in mind during the time we were reducing manpower, the volume 
of work has been increasing. In 1947 we handled about 46,000 pro- 
duction items per employee per year. This vear we expect to attain 
64,000 items, an increase of 39 percent. Our force is now at the 
minimum required for the work, but they all receive the increased rate 
of pay. The reason the Division is asking for the appropriation of 
$814,000 is simply that the pay of our employees is at a rate higher 
than it was for the preceding year. We have no election regarding 
the increase that has had to be paid. The law determines the amount. 
However, employees are fully entitled to the pay raise, as determined 
by Congress, especially in view of their loyal and efficient service. 
Pursuant to Public Law 201, it has been necessary for the Division 
to place in effect the pay raise granted by the Congress. Although 
the law was passed on October 24, 1951, it was made retroactive to 
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July 8, 1951, so that the higher rates have now been in effect for 8 
months. Its position can briefly be stated. In the first 8 months, 
the Division has already paid out $562,509. For the entire fiscal 
year we will require the sum of $814,000 to fully discharge our re- 
sponsibility. 

Mr. Chairman, I have here a statement of the scheduled volume of 
business and the obligations, which, subject to your approval, I would 
like to insert in the record. 

(The statement referred to follows:) 


Statement reflecting work volume and obligations, by months, for fiscal year 1952 

















. , Volume of healed 
Fiscal year 1952 work (items) Obligations 
Actual: 
a eid onkuchne eked od endenapdaeernsatecdde ‘inane eee 14, 651, 036 $882, 743 
EE ee De on a dclnginknabasowiamsaat didi kdtitnesdanwartennnss cet” Cae 945, 743 
IIS 5 Both oe ee kas chdids bwortbesnaemhbhbebddcdumeesce ----| 13,710,053 917, 891 
ed aa neha CE el ae td. 14, 497, 412 1, 278, 847 
ts aa adi res arisen hepa ii london ns  kaetusiricaeintdentete geaaad 14, 293, 124 932, 264 
December 1951... ......-.-.-. cael ee Lee ee ee) ee tia 13, 623, 918 1, 217, 687 
ET edd oenccensctcetntanducteaccvbaiebhasaeeslsdbbndeuss 14, 597, 597 999, 016 
6 SoD SS he eat ee i ode ines icnianbicam andvele 115, 925, 790 936, 923 
Projected: 
EARS ot hied nddahe dum tenetiin’ a ddubddow aqusbitebns sap ed ghis Snkeiis 1 21,821,474 1, 242, 662 
RI i i Na a oi ee ean lta an bias -------| ! 22,658,344 1, 220, 157 
ee eee. aden atnatudandahaeaten sods dwatusctackeneanns seudend 119, 871, 735 1, 235, 413 
NS be te on Le ndddaneueege ceeded kus de < denned om Niet ekeean cians | 117,400, 152 1, 102, 003 
es neii notin eed ceuitededaldaee hid th dtsdengine ata win tbndddbuttaei hic 197, 952, 200 12, 911, 349 
I no Sad py calntinavgssdasedadesadundsenonainacddésenssctddddace’ PGE 2d 11, 500, 000 
Reimbursements snhttiubieas 5 tepitscrantanaendeth aban ocnh ini ; 597, 349 
EE SEIDEN. 2020 n oenewentodeatmuahaditaaddsdnsnbbaabahdbanes ded ckaliiauicdidseti 12, 097, 349 
Supplemental for salary increases, Public Law 201__-_-.........-.-- ae areas | 814, 000 
1 The increase in volume of work and obligations is caused by the processing of 29,000,000 income-tax 
refunds. 


Mr. Bannina. The table shows the related expenditures and the 
average unit cost for each year. 


VOLUME OF TRANSACTIONS 


Senator Bripcrs. That is, when a bond is cashed and when it is 
issued. In other words, two transactions on each bond. 

Mr. Bannina. This is the unit cost of the preparation of a check 
or a certificate of deposit or a bond. It is what it costs us in salaries, 
direct labor, or overhead. 

Senator Brinces. You say “collections, savings bonds, cost and 
unit cost.”” Your number of transactions have gone up tremendously. 

Mr. BANNING. Yes, sir. 

Senator Bripces. What does that mean? That there are a vast 
number more collections coming in? 

Mr. Banntna. It means our work is increasing in many activities 
in connection with the veterans’ payments for subsistence, in con- 
nection with veterans’ disability compensation, in connection with 
social-security benefits, in connection with income-tax refunds. 

The number of payments have increased since 1944 from 61,000,000 
to 189,000,000 in 1952. Collections decreased from 10,000,000 
to about 5,000,000. 
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Senator Brivgss. In other words, it is a terrifically disturbing 
thing to us that we now are having transactions increased until we 
have, you estimate, 197,952,200 financial transactions. 

Mr. Banninc. That is the volume of our business. That work is 
attributable to various statutes that have been passed. 

Senator Brincres. You say you have made a good showing. You 
probably have made a good showing. 

Mr. Bannina. I think we have. 

Senator Bripges. Yes, but from your point of view of keeping the 
unit costs down; but from the point of view of the United States and 
the American people, it is very unfortunate you are into 197 million 
transactions, is it not? 

Mr. Maxwett. Could I say a word on that? The Division of 
Disbursement is in the nature of a service organization. It must pay 
and issue checks promptly for every voucher that the various Govern- 
ment agencies send to it for payment. If it does not, then it is not 
functioning properly. The Division of Disbursement has no control 
over the volume of work. 

Senator Bripczs. I realize that. I realize as you present the case 
it shows you have done a good job and executed these total number of 
disbursements. I say wholly aside from you, from the point of view 
of the country as a whole it is unfortunate we have reached a point 
where we are having 197 million transactions in 1 year. It must 
indicate we are turning over a lot of money. 

Senator Corpon. It seems to me your table shows an erratic picture. 
I note here where you handle 172,488,422 items for $11,000,000. 
You have got another figure of 171,555,651. 


ACTUAL 1952 EXPENDITURES 


Chairman McKetuar. What is the cost? 

Mr. Bannina. $11,500,000. That is for 1952. 

Chairman McKetiar. How much does this add up to? 

Mr. BanninG. We are asking for an additional appropriation of 
$814,000 to defray the increased costs. 

Chairman McKe.uar. $814,000? 

Mr. Bannina. Yes, sir. 

Chairman McKetiar. How much of that goes to salaries that the 
Congress has raised? 

r. Bannina. The entire amount of $814,000 is to defray the in- 
creased cost of salaries under the Pay Act. It cost the Division of 
Disbursement in the fiscal year 1952, according to our calculations 
which comprised the increase for each grade from 1 to 16, $814,000. 
In computing that amount, we deducted from the total about $97,000 
for leave savings under Public Law 233, Eighty-second Congress. 

Chairman McKe tar. Did you not receive appropriations? 

Mr. Bannina. No, sir. 

Chairman McKe.uar. I am asking you now about the appropria- 
tions that we gave you last year. You are asking for an increase in 
that appropriation, are you not? How much is the increase? 

Mr. Banninc. The amount I am asking for this year relates only 
to the additional expense we had because of the Pay Act. The Pay 
Act was passed about October 18, 1951. It was made retroactive to 
the beginning of the first pay period for the current fiscal year, so that 
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we have had the expense of this Pay Act for virtually the entire fiscal 

ear. 

Chairman McKe.tiar. How much did that Pay Act increase the 
amount of money? 

Mr. BanninG. The pay act increased it $814,000. 

Chairman McKetiar. How much are you asking for altogether? 

Mr. Bannina. We are asking only for the amount of the pay act. 
We have already received our appropriation of $11,509,000 for the 
fiscal year 1952, Senator McKellar. The total of the two amounts, 
$12,314,000, is enough to run us, sir. 

Chairman McKeE tar. Is not what you receive enough to rua you? 


BASIS OF BUDGET ESTIMATES 


Mr. Bannina. No, sir. I might say the Division of Disbursement 
bases its appropriation estimates only on two factors: the volume of 
work we have to do multiplied by the unit costs. The unit costs ate 
always taken from the most recently completed year. It is the actual 
cost determined according to cost-accounting records. We project 
that into the next year. en we submitted our original appropria- 
tion estimate for the fiscal year 1952, the pay act had not been passed. 
No part of the funds required to meet that act were included in our 
cost figure. 

So, before the House we asked for a supplemental appropriation of 
$814,000, which was calculated on every employce from grados 1 t» 
16. We are here today asking that the Senate favorably concider our 
request for this supplemental appropriation. 

Senator Corpon. These are employees that have not been paid the 
extra salaries? 

Mr. Bannina. Yes, sir; our employees have been paid the extra 
salary. The law provided that the pay of the employees would be 
increased effective with the first pay period for the fiscal year 1952. 
Pursuant to the law, we paid these salaries to our employees. 

Chairman McKe tar. Before you start talking about the law, I 
want to know what the sum is that you paid out. How much have 
you got now? Are you behind in paying them? 

Mr. Bannina. We will be behind. 

Chairman McKetuar. I want to know what you are behind. 

Mr. Bannina. We are not behind, Senator, because we still have 
money remaining out of our original appropriation. 


1952 UNOBLIGATED BALANCE 


Chairman McKetiar. How much money have you got? 

Mr. Bannine. My budget officer will give you the exact amount. 

Mr. Smrrx. An unobligated balance of $3,986,987. 

Senator McCarran. That is unobligated? 

Mr. SmitH. Yes. 

Senator Fercuson. As of what date? 

Mr. Smirn. February 28. 
_ Mr. Bannine. During the spring we have an additional program 
in issuing income-tax refunds. 
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REASON FOR SUPPLEMENTAL REQUEST 


Chairman McKe.tiar. Why are you asking for an additional 
amount? 

Mr. Bannina. In the spring the Division of Disbursement has the 
responsibility for writing income-tax refund checks on salaries, excess 
taxes that have been withheld from salaries during the year. There 
are about 30 million tax-refund checks to be written. About 1 million 
of those have been written. 

Chairman McKetuar. What is that refund for? 

Mr. Bannina. The refund is the amount of excess tax withheld by 
the Bureau of Internal Revenue. The withholding schedules, to 
-protect the interests of the Government, generally require maximum 
withholding on wages. ° 

Chairman McKetiar. And that is the reason you are trying to get 
more money. 

UNIT COSTS OF REFUND CHECKS 


Senator Ferauson. How much does it cost to send those out? 

Mr. Bannina. About 5 cents to write the income-tax refund checks. 

Senator Ferauson. Thirty million at 5 cents apiece? 

Mr. Bannina. Yes. 

In the cost-accounting records we compute the costs separately for 
each class of activity. One of the more economical activities we have 
is the income-tax refund because we use a special process. We have 
a large volume of work to write the checks. 

Senator Fercuson. Does that include the cost of the paper, the 
check, and everything? 

Mr. Banninc. That includes the cost of the check, the cost of the 
paper, all employees, and overhead. 

Senator Corpon. When you set these figures down here as a unit 
cost, is it not a unit labor cost? 

Mr. Bannina. It is an average for all activities. 

Senator Corpon. It includes the materials. 

Mr. Bannina. Yes. 

Senator Corpon. Depreciation on equipment? 

Mr. Bannina. No; because we cannot fund that, sir; but we do 
include the cost of new machinery. 

Senator Corpon. The table is meaningless. 

Mr. Bannina. It is what we base our appropriation estimates on, 
sir. 

Senator Corpon. I notice, if you want to base them on it, you are in 
a fix. You have got everything here from $0.0677 down to as low as 
$0.0585. It goes up and down. 

Mr. Bannina. I think I can explain that. Between 1944 and 1952, 
in order to meet the increased cost of living, Congress has granted 
raises to Federal employees. We had to pay that money out. 

Senator Corvon. That still does not make sense. Take a look at 
your table. In 1945 you have 0.0633. The next year you are down 
to 0.0581. 

Mr. Banntna. Because that year we had savings and there were 
no increases in salary. 

Senator Corpvon. Why did you not use them the next year? 
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Mr. Bannina. We have, sir. 

Senator Corvon. Why do they drop down the next time to 0.0585? 

Mr. Bannina. Any processing operation will probably have its 
cost varying somewhat, depending on the basic elements of labor, 
materials, and overhead. That is what has occurred to us. 

I would like to point out that our cost in the last 9 years has de- 
creased, while the salaries have gone up about 60 percent and supplies 
have gone up nearly 80 percent. 

Senator Corpon. Mechanization could make that much more 
difficult or different; so, I would rather not have it. 

Mr. Bannine. In the past 5 years we have introduced a new 
process for preparing the income-tax refund checks and we have 
introduced an approved addressing machine which has cut our costs. 

Mr. Bannina. These are checks we are writing for the Bureau of 
Internal Revenue on refunds that they certify to be made to taxpayers 
on income taxes. 

Senator McCarran. You withhold certain moneys from certain 
people; is that right? 

Mr. BannincG. That is correct. 

Senator McCarran. It is done through their employers and 
through the government. Where you withhold in accordance with 
their return and you withhold too much, you have to make a refund 
of that? 

Mr. Bannina. Speaking of ‘“‘you”’ as the Internal Revenue, that is 
true. The Internal Revenue must refund the excess. 

Senator McCarran. You have got to get an appropriation to make 
that refund? 

Mr. Bannina. That is entirely correct. 


REASON FOR DEFICIENCY IN 1952 FUNDS 


Senator Ferguson. Why did you not ask for that in the regular 
one? 

Mr. Bannina. I did not know there was to be an increase in the 
pay of employees. All we are asking for here is the $814,000 for the 
increased pay under Public Law 201 passed on October 24, 1951. 

Chairman McKe.uar. How do you ascertain the $814,000? 

Mr. Bannina. I have a table here that I would be glad to give to 
you. 

Senator Ecron. Is that $814,000 your estimate which is required 
to finish out the fiscal year? 

Mr. Banning. Yes, sir. It is the estimate for the entire year. 
We have already paid out under that the amount of $562,000. 

Senator McK euiar. Were you authorized to pay that out? 

Mr. Bannine. We were required under the law to pay it out. The 
law fixed the rates of pay for these employees and we paid them in 
accordance with the statutes governing the payment of employees. 

Senator Fercuson. How many did you send out last year? How 
many checks? 

Mr. Bannina. About 30 million. 

Senator Ferauson. Why do you need more money? Do you mean 
to tell me because a check is larger it costs more money to send it out? 

Mr. Bannina. No. 
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Senator Frercuson. If you sent out 30 million last year, why did you 
not put that in for this year? 

Mr. Banninc. We did put that amount in. We had enough to 
process that work, had it not been for the pay raise granted on October 
24, 1951. 

Senator Fercuson. You used that money for the pay raise? 

Mr. Bannina. We used the available money we had for the pay 
raise. We were required under the law to do that. 

Senator Fercuson. You come in here and you say to us, ‘“Now we 
have discovered an item that we cannot back down on,” and you have 
to pay this back to the taxpayer. 

Mr. Bannina. I did not say that, sir. 

Senator Fereuson. That is as clear on this record as anything. 
Why did you not cut out some of the other items? 

Mr. Bannina. Between the Ist of July and the 31st of December, 
1951, I reduced the force while the work was increasing slightly. 


PERSONNEL INCREASE AND DECREASE 


Chairman McKe.iar. How much did you reduce the force? 

Mr. Bannine. I have it in my prepared statement which I have 
filed. 

Chairman McKe tar. Can you not tell us now? You ought to 
know. We are here to find the facts and tell the Senate. 

Mr. Bannina. This year between July 1, 1951, and December 31, 
1951, we made a reduction in manpower. We cut the number of 
employees, from 2,958 to 2,900, saving 58 employees. 

Senator Fercuson. You were supposed to cut it 10 percent. 

Mr. Bannina. We did the best we could. 

Senator Ferauson. But you were supposed to cut it 10 percent. 

Chairman McKe.iar. How many employees did you say you had? 

Mr. Banninc. We had 2,900 on January 1. 

Chairman McKer.tuiar. How many do you have now? 

Mr. Banninc. We have increased it slightly. 

Chairman McKetiar. What is the figure? 

Mr. Bannina. It is 3,167, sir. 

Senator Fercuson. You just told us a minute ago you reduced it 
from 2,958 to 2,900. Now we find you have increased it to 3,167. 

Mr. Bannina. No. I stated that during the normal period be- 
tween July 1 and December 31 I had reduced it. When the income- 
tax program comes on and as you begin to file the returns on January 
16, we begin to increase our force to take care of that work so that it 
does not get in arrears. All these people we have taken on over the 
2,900 are temporary employees to take care of the income-tax program. 

Senator Ferauson. How many new people and how much is it 
going to cost to put this into effect, this reorganization bill that was 
passed up here in the Senate? 

Mr. Bannine. I do not understand. 

Senator Ferauson. There was a reorganization bill passed. Have 
you got anything for that in here? 

Mr. Maxwe i. You undoubtedly refer to Internal Revenue—that 
would not involve the Division of Disbursement. q 

Chairman McKe iar. You have 200 more employees than last 
year. What are they doing? 
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Mr. BanninG. Working on income tax refunds. We are now in the 
height of the income-tax program. Most of these employees we have 
taken on are temporary. These additional employees are necessary. 


TEMPORARY EMPLOYEES 


All of our employees are Division of Disbursement employees. 
We begin to increase the force in the spring, starting about the middle 
of January ordinarily, as the income tax refund work increases and 
the seins are directed by the Bureau of Internal Revenue. That is 
the work that we are going to have difficulty processing later if we do 
not get all the money we need for the pay raise. 

Chairman McKetiar. You have 247 additional employees. What 
do they cost? 

Mr. Bannina. We pay them rates for GS-2. 

Chairman McKe.tuiar. You have an additional 247 according to 
your own figures. What do they cost? 

Mr. Bannina. They cost around $3,000. 

Chairman McKe.uar. Let us see what that is. That is $748,000. 
That may be a trifle to you, but it is not a trifle to us who are repre- 
senting the people here. 

Mr. Bannin@. I believe the figure is $741,000, sir. Those em- 
ployees would not be on for a full year. 

Chairman McKe.uar. How long are they employed? 

Mr. Bannina. On an average of about 3 to 4 months, sir. 

Chairman McKeuiar. Have any of them been discharged since 
you employed them? 

Mr. Bannina. We have been holding employment very close. If 
we discharge these employees, we will not be in position to handle 
all the income-tax schedules. 

Chairman McKe.uar. So you are just holding them on for fear 
that there may be some other schedules? I think that is very poor 
business. No wonder we are behind in our Government. No 
wonder we are in arrears. 

Mr. Bannina. Actually we are beginning the height of the income 
tax refund period. We try to close it by April 16. If we do not get 
the additional money, then we will have to close down that program 
earlier. We could not process all work. 

Chairman McKe iar. You will have to discharge these employees? 

Mr. Bannina. That is right. 

Chairman McKetuar. How many did you discharge last year? 

Mr. Bannina. My record is pretty good here. 

Senator McCarran. As time goes on your need goes down for the 
refunds? 

Mr. Bannina. The refunds have held about the same each year. 

Chairman McKe iar. Tell us how many you discharged last year. 

Mr. Bannina. I have it here, sir. In 1949 

Chairman McKetzar. I want it for 1951. 

Mr. Bannina. In 1951 we had an average of 3,135 employees. 

Chairman McKe.uar. How many did you discharge? 

Mr. Bannina. We reduced this year’s average by 60 employees. 

Chairman McKeuuar. This year you have increased it by 247. 
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Mr. Bannina. I am increasing the force by temporary employees 
this spring to process the income-tax load; 29 million income-tax 
payments is a large figure. 

Senator Ferauson. Why do you need 2,900 people or 3,000 people, 
whatever the number is, to do the regular work? Then you have to 
hire these extra ones to get out 30 million checks. Why is that? 
What do these other people do? You have a big job with 30 million 
checks. I acknowledge that is quite a job. You put extra people on 
to do that. What are your 2,900 people doing all the time? 

My figures make it 267. They were put on to write 30 million 
checks. Is that right? 

Mr. BanninG. The most economical way of processing this work 
is to keep the regular force barely sufficient to handle the normal load 
and when this work comes on, you take on temporary employees. 


NORMAL WORKLOAD 


Senator Fercuson. What is your normal work? 

Mr. Bannina. My normal work is writing veterans’ benefits, 
veterans’ pensions, veterans’ subsistence allowance, social security, 
railroad retirement payments, civil service retirement payments. 

Senator Ferauson. How many checks do you write of those? 

Mr. Bannina. I have a statement on that which I would be glad 
to give to you. 

Senator Corpon. You have 197 million items generally and 30 
million of it you say now are for refunds. That is the difference. 

Mr. Bannina. I can give you the figures under the regular work 
very nicely. Please look at the table. 

(See p. 41.) 

INTEREST ON REFUNDS 


Senator Roserrson. There is one phase of how much you save 
and how much you lose. He tells us that if he cannot get temporary 
people to make these refunds, he will fall behind 8,800,000 refunds. 
It will average $55.14 each on which he will pay 6-percent interest 
or half a percent a month. A half percent a month on those refunds 
if not paid on time will amount to $2,426,000 a month. 

He is asking for $400,000 to obviate a loss to the Treasury of 
of $2,426,000 a month. 

I want him to explain how he arrives at the $2,426,000 a month 
loss on the interest and why it takes $400,000 more of employees to 
say that is lost? 

Mr. Bannina. If we receive only the money that the House passed 
for us, we would be short by $454,000. In other words, the House 
passed in their bill under this act money to provide for the pay raise 
in the amount of $360,000. 

Senator Ropertson. Wait a minute. You mean you have a 
certain number of employees and you know how many income-tax 
refunds they handle a day. Then you have got a certain percentage 
under the House figure to cut off. So you know how many the work 
will fall back a day. You tell us that on the basis of what you now 
are doing if you cut it down by the House figures, you are foing to 
fall back a total of 8,800,000 income returns in what period? 
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Mr. Bannina. Yes, sir; during the current fiscal year, from now on 
to June 30, 1952. 

Senator Rosperrson. If you fall back that much and they average 
out just 1 month, some will be 3 months and some will be 15 days, 
but to average out 1 month and you pay a half a percent, when you 
do pay it, it will cost $2,426,000. 

Mr. Banninc. That is the way I figure it. We are going to try to 
do all the work we can. We are trying to do everything this way. 
I figure we might have to reduce the employees probably in May or 
June, then we would lose at least a month’s interest. 

Senator Ropertson. What makes this unusual is an extraordi- 
narily large demand for refunds. 


NUMBER OF REFUNDS FOR 1951 


Mr. Banninc. The work is running about the same as it did last 
year. The average refund is about $50. That is the rate they are 
running this year. There is evidence they will be in the neighborhood 
of 30 million in number to be paid during the fiscal year 1952. 

Senator Rospertson. Why does it take more to do it now than last 
year? 

Mr. Bannina. It does not. The only thing it takes now is we are 
asking for money for the pay raise which was not included in our cost 
on which we obtained the appropriation for 1952. 

Senator Fercuson. They used the money we gave them for the 
pay raise. Then they knew they could come back and we would have 
to pay these checks for the refunds done by the working people. 

‘hairman McKe tuar. It is very evident. You came before us and 
asked us for a larger amount than the House was willing to give you. 

Senator Corpon. Mr. Chairman, I would like to go back to this 
table. It fascinated me a bit. 

Chairman McKe tuar. It fascinates me, too. 

Senator Corpvon. The table was itemized for 1944 up to 1952. 

(See p. 38.) 

Mr. Bannina. Summarized, sir. 

Senator Corpon. I noticed you had to go back. You made the 
statement here that your job was being done cheaper now than in 
1944. I want to call your attention to the fact that you had to go 
back to 1944 before you found a single year that it cost you as much 
as in 1952. There is your table. 

Mr. Bannina. Beginning with 1947 I became a disbursing officer. 
We generally figure our activities in relation to the war period and we 
use the war years as comparison. That was why that was done. 

Senator Corpon. This is the first year in your whole record where it 
cost you more than in other years. Every other year it cost you less. 

Senator Fercuson. When did we put those payments in effect 
that we paid at the source? 

Mr. Bannina. In 1943. 

Senator Ferauson. That is just when they were starting, when it 
was much more difficult? 

Mr. Bannina. | don’t know what you mean by difficult. 

Senator Ferauson. You were just starting the program in 1944. 

Mr. Bannina. This table has been used for quite some time and 
begins with the year in which tax refunds were first made. I think 
that probably is the reason. 
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Chairman McKe ttiar. Not “for quite some time’’, but how long? 

Mr. Banninc. About 7 years. 

Chairman McKetuar. You come here before us as an expert to 
tell us what the facts are. Tell us what the facts are. 


FURTHER DISCUSSION ON WORKLOAD 


Mr. Bannina. I would like to point out that in regard to our 
activity more than seven-eighths of the work we perform in making 
disbursements is a constant fixed load. I have a table here which 
I have given these gentlemen which shows the number of items handled 
in the various activities. _The veterans’ compensation benefits amount 
to about 20 percent. The veterans’ rehabilitation and education is 
7 percent. The Government insurance death benefits and dividends 
is 8 percent; social security, 27 percent; civil-service retirement, 
1% percent; railroad retirement, 3% percent; collections, 3 percent; 
agricultural benefits 1% percent; and savings bonds, 1% percent; 
income tax about 15% percent. These activities total about 88 percent. 

The other activities are attributable to salaries and miscellaneous 
vouchers. 

Senator McCarran. 88 percent of what? 

Mr. Bannina. A fixed load we generally have each year to do 
because of legislation which does not affect the administrative agencies 
salaries and expenses. 


TRANSFER OF FUNDS FROM COAST GUARD 


Senator Bripgzs. I would like to ask one question, Mr. Chairman. 

I notice on page 38 of the bill under the item Treasury Department, 
line 9, it says ‘“‘to be derived by transfer from the appropriation 
‘Operating expenses, Coast Guard.’ ” 

Going down to line 24, Salaries and expenses, Coast Guard. Up on 
line 15, Bureau of the Public Debt, Coast Guard. 

Then there is on line 20 the Bureau of Narcotics, operating expenses, 
Coast Guard. 

The Coast Guard has quite a surplus of money, apparently. Evi- 
dently it was too much money appropriated for the Coast Guard last 
year. What is the explanation of that money available from the 
Coast Guard? 

Mr. Bannina. I am not informed of that. 

Chairman McKeE.iar. We want somebody from the Treasury De- 
partment who knows. 

Mr. Jonnson. Senator McKellar, to answer the Senator’s question, 
the reason we have asked that the money be transferred from the 
Coast Guard to these various items was first to hold down the amount. 
of appropriations that we would have to ask of the Congress. 

The reason the money is available in the Coast Guard appropriation 
is due to an increase in turn-over and a lag in recruitment in accelerat- 
ing the military readiness program. That was approved by the com- 
mittee last year. 

Chairman McKe tar. That is good language, but it does not mean 
anything to us. > 

Senator Corpon. We gave you too much money for the Coast 
Guard last year and you now, by the stratagem of changing it over to 
be used for another purpose, show a smaller net appropriation? 
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Mr. Jonnson. If the money that we are asking here to be trans- 
ferred is not approved, that amount of money will be put in reserve 
and saved. It will not be spent. 

Senator Corpon. When will it return to the unappropriated funds 
of the Treasury? 

Mr. Jonnson. June 30. 

Senator Corpon. What year? 

Mr. Jounson. This year. 


SIGNING OF CHECKS 


ee McKetiar. How many checks does each person sign 
aadaay: 

Mr. Bannina. I should like to comment on that. 

Chairman McKe .uiar. Please answer the question. How many 
checks does each person sign per day? 

Mr. Bannana. Our annual production has gone up, taking all 
employees into consideration, from the chief disbursing officer down 
to the messenger, from about 39,000 to about 60,000 in 1951. 

Chairman McKe iar. That is not what I asked you. What I 
want to know is how many checks each person signs per day. 

Mr. Bannina. The checks are signed by an electrical signing 
machine. 

I have a statement here which shows the quantitative standards we 
exact from our employees. We get about 45,000 checks signed a day. 
So you can see it is in the interest of the Government to use electrical 
machines. 

I might say it is actually better protection to the Government to use 
such a machine because of the fact we can control the numerical count. 

Chairman McKetuar. I am talking about the people you have 
employed. They do not sign checks at all. They use a machine to 
sign the checks. How many people have you employed to do that? 
You are asking for an increase of 247 in this appropriation. How 
many are employed signing checks by machine now? 

Mr. Bannina. In all the offices I would say we probably have about 
60 to 70 signing. 

Chairman McKetuar. You say you have 3,167 men employed in 
this department to sign checks. That is what you testified awhile ago. 

Mr. Bannine@. That is correct. 

Chairman McKetuiar. Then you want 247 more, or approximately 
that figure. Where do they get the machines? What machines are 
used? 

CHECK-WRITING PROCEDURE 


Mr. Bannine@. The writing of checks is broken down into a large 
number of successive operations, sort of a production line. 

Chairman McKetiar. We know about writing checks. We have 
been used to doing that a long time. Go ahead and tell us something 
about what I asked you. 1 want to know how many checks each 
person signs a day. 

Mr. Bannina. These 3,000 are working on eighty-odd tasks. 

Chairman McKetuar. Eighty-odd tasks. What are they doing? 

Mr. Banninac. When the voucher is received, of course it has to be 
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examined to see that it is sufficient in form and that there are funds 
in the appropriation. 

Senator Fereuson. You do not do that with every check you get. 

Mr. Banninea. I am talking about vouchers. 

Senator Ferguson. You do not do that with every voucher. 

Mr. Bannine. We have to under the law. 

Senator Ferauson. Do you mean to tell me that every time they 
get a voucher, and there are 30,000 of these vouchers that somebody 
checks? 

Mr. Bannina@. It is run through the register. 

Senator Ferauson. You know they do not check each voucher to 
see whether or not there is enough money in the bank to cover it. 

Mr. Bannina. We check the schedules which contain the vouchers. 
I was laying the basis for showing the operation relating to examining 
the incoming vouchers. That is one of the operations we have. It is 
essential to this question. 

Senator Feraeuson. You mean every time a person gets a voucher 
and is to write a check they have to go and check something to ascer- 
tain if there is enough money? 

Mr. Bannina. There is a misunderstanding in the way we operate. 
We have a production line. 

Senator Frereuson. I am talking about these vouchers that are 
coming through on rebates for taxes, 30 million of them. 

Mr. Bannina. Not vouchers. There are 30 million payments. 

Senator Ferauson. Do you get a voucher for them? 

Mr. BANNING. Some vouchers have as many as a thousand names. 
Many have much less. As the vouchers come in, they are examined 
to see that they are in proper form. If you will give me time, I 
think I can explain why that operation is essential. The pay lists 
are all prepared in the Bureau of Internal Revenue. 

Chairman McKetriar. Let me clarify this. How many checks can 
one man sign a day with one of those machines? 

Mr. Bannina. About 45,000. 

Chairman McKe tar. Forty-five thousand into 197 million would 
be how much? 

Senator Ropertson. While he is figuring that out, could I make a 
brief summary of what I understand is involved here so that the 
committee can analyze it if they want to go into further testimony? 

Chairman McKe tar. Yes, sir. 


DISCUSSION OF SUPPLEMENTARY REQUEST 


Senator Ropertson. Here is what I understand the facts to be: 
On October 24, 1951, we passed a pay-raise bill. That was Public 
Law 201. We had passed appropriations for the Treasury Depart- 
ment prior to that time and made no allowance for the pay raises. 
So they came up before the House Appropriations Committee and 
asked the privilege of transferring $2,000,000 from the Coast Guard 
appropriation to the bureaus to take care of these pay raises. The 
only question that is asked in committee, or was asked, was: Is this 


limited exclusively to covering the pay raises? The answer was 
“cc ” 
Yes. 
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So the committee without any investigation of any of the questions 
that you are asking or how much it is going to cost us if we fell behind 
8,800,000 in returns—— 

Chairman McKe iar. That was not submitted to the Senate 
committee. That was just submitted to the House committee. 

Senator Ropertson. I say there was no reference in the House 
committee or on the floor of the House to the issue that is presented 
to us that if we do not give them the money to cover the pay raises 
they are going behind 8,800,000 returns and that will cost $2,400,000- 
some a month because interest starts on April 16, 1 month after the 
return is made, and runs at the rate of 6 percent until the refund is 
made. 

So we face the issue, as I see it, and I want to be challenged if 
it is not correct—we can cut this appropriation as the House did 
without any consideration of the loss that is going to be incurred. 
Then we can add that 10 percent that the House put on all of these 
items without any consideration as to how it would affect this par- 
ticular item and save $400,000 and lose over $2,000,000 a month. 

Senator Ferauson. I want to challenge you on one statement. It 
shows here the fact that they are not going to write all these checks 
before May 16. They are going to write them in April, May, and 
June. 

Chairman McKe.uar. And it will be done by machine. 

Senator Rosertson. All of it is done by machine. 

Senator Frrauson. They are not going to write them before the 
interest date starts. 

Senator Rornertson. I did not say they would. I say if they do 
not have the personnel, they are going to write that many fewer 
checks. 

Senator Ferauson. I do not see why they cannot put all their 
personnel on this. 

Mr. Banninea. We do. 

Senator Ferauson. Where they do not have to pay interest, I 
mean. 

Senator Bripces. You are talking about this on the basis that all 
of this salary increase was for the people who worked on income-tax 
refunds. That is only a small part of it. 

Senator Rozertson. That is up to him to justify that it was not 
the salary increase. Mr. Johnson testified before the House that it 
was all for the salary increases. That is all I know about it. 

Senator Brinces. But they were salary increases to do everything, 
not only to write income tax returns but to do everything. 

Chairman McKe.tuar. They have 2,900 people and they are 
asking for 247 more to help those 2,900 to do what they are now doing. 
It is absolutely absurd and ridiculous. 

Senator McCarran. If they grant the increase, will we save the 
$2,000,000? 

Mr. Bannina. I think we will. 

Chairman McKe.uar. Where will it be saved? Have you ever 
turned back any money that was saved in this way to the Treasury 
to date? 

Mr. Bannina. Yes, sir. 

Chairman McKe.uuar. Will you bring checks in here to show it? 
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UNOBLIGATED BALANCES RETURNED TO TREASURY 


Mr. Banntne@. I shall be glad to show you the amounts we have 
turned back in excess of our appropriation, where our appropriation 
was in excess of our requirements. I shall be glad to put in a state- 
ment for the past 5 years. I do not have the information with me, 
but I will insert it. 

(The statement referred to follows:) 


Statement, by years, of amounts appropriated, amounts returned to Treasury, and 


reference 
Amount of Amount 
Fiscal year appropria- | turned back Reference 
tion to Treasury 

DR i ne eninaisaidal $10,321,900 | $106,964.54 | P. 425, combined statement of receipts and expendi- 
tures, fiscal year 1949. 

SONS oicisis. .tba,cedicd 10, 105, 000 633,044.19 | P. 337, combined statement of receipts and expendi- 
tures, fiscal year 1950. 

0 oie 5c2h io 11, 500, 000 857, 107.21 | P. 304, combined statement of receipts and expendi- 
tures, fiscal year 1951. 

te ee ea 11, 467, 900 75,118.00 | P. 799, President’s budget, 1952. 


RRR: Fes 11, 050, 000 30, 908.00 | P. 938, President’s budget, 1953. 


REFUNDS OF EXCESS TAX PAYMENTS 


Senator Corpon. Your major savings would not show anywhere 
as far as checks are concerned because they represent money you did 
not pay out. If you are going to write a check for $200 plus interest, 
it will be more than $200. 

Chairman McKetuar. I want to know if anybody knows anything 
about this matter, among these gentlemen who came up here. 

Mr. Maxwett. If these checks had not been issued promptly, the 
Government would have paid more money out on interest from the 
account which is appropriated in a different item to the Bureau of 
Internal Revenue. One time the Bureau paid approximately $20 
million a year interest when this thing first started. That has been 
reduced down to a relatively small figure. I do not know the exact 
figure, but now my recollection is that it is around one-fourth of that 
original figure. 

The fact we no longer pay out $20 million means that the Govern- 
ment has been saved that amount of interest. 

(The following table was supplied:) 


Refunds under provisions of the current tax payment act, withheld taxes 


ee rst a of Amount 

whic unds cer- 

Taxable year payments tified for 
were made payment Principal Interest 

| 

1944-45. ___. 16, 059, 208 $508, 596, 165 $21, 926, 678 
1945-46 ___._. 22, 211, 755 979, 746, 659 17, 186, 337 
1946-47____.- 926 | 1,384, 293, 318 4, 708, 759 
i eGinki keane 30, 864, 038 1, 401, 313, 037 1, 335, 846 
BOD. cebu ches 30, 818, 593 1, 474, 094, 934 1, 164, 045 
SD dakw dane , 554,135 | 2,035, 793, 715 1, 221, 156 
ee 28, 254, 345 1, 460, 554, 359 675, 356 
Se aaictiesn , 835, 1, 598, 252, 619 1, 714, 298 





'.Excludes refunds of $1,000 or more prior to fiscal year 1950 and $10,000 or more thereafter. 
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Senator Ropertson. Mr. Chairman, Mr. Banning never gave you 
the information you requested. You asked him when he puts these 
on how many does he put off. He said about 60. That is not the 
answer at all. He puts on about 1,000 in the spring and runs them to 
July, and then he puts them all off again. He told you about 60. 

Senator Taye. Fifty-nine was the permanent staff. You made a 
reduction of 59 in the permanent staff from last year up until the pres- 
ent date. 

Senator Rosertson. This fund is for the emergency work. 

Senator THyn. Let me ask, Mr. Chairman, this question: How 
many did you put on during the comparable month a year ago to take 
care of the refund load when your annual income tax, individual in- 
come tax reports were filed and required a refund where an excess of 
tax had been imposed? 

Mr. Bannina. The maximum employment to be reached was about 
800. 

Senator Tarr. You must have put on an emergency staff a year ago. 

Mr. Bannina. Yes, sir. 

Senator Tarr. How many did you put on as an emergency staff 
last year to take care of the refunds where you had extracted from the 
taxpayers an excessive amount of money? 

Mr. Banninea. This was the number of additional employees put 
on last year, and I am quoting March: We had 531 temporaries at the 
beginning of March 1951. It went up to 591, then 661, then 703 in the 
third week, and then 773. That was the peak. Then from there on it 
begins to diminish until we have got down to about 293 in the first. of 
June 1951. 

(The following statement was supplied:) 


Summary statement of weekly special program payments and temporary personnel 
employed, fiscal year 1951 


Agricultural Total tax and 


bon agricultural Total 
Tax refunds “thane conservation Equiva- | number 


Week ending— program lent full- | of em- 


time em-| ployees 


























‘ . | o o : ployees —, 
, utnula- a umu- ‘ umula- orar 
Weekly tive |Weekly| ative | Weekly | ~“tive porary 
1951—Jan. seipeiiieh, MAMIE tence 23, 238|_ | 53.0| 63 
Jan. 24,068] 22,739} 35,355] 36,185) 59, 423] 57.0 7 
Jan. 68,997} 27,246) 62,601] 72,175| 131, 598 83.0 104 
Jan 241,390} 30,231) 92,832) 202,624) 334,222 128.6 150 
Feb. 2_- 2 564, 248} 30,145] 122,977) 353,003] 687, 225 185.3 268 
Feb. 8_- be . 1, 186, 714| 49,229) 172,206) 671, 695) 1,358, 920 290.3 388 
Feb. 15. a , 511| 2,016,225} 50,819) 223,025; 880,330) 2, 239, 250 385. 2 490 
Feb. 22. i 255} 3,008,480) 41,712) 264, 7371, 033, 967) 3, 273, 217 479.3 635 
Mar. 1. .- . : 4,026, 223| 52,744) 317, 481)1, 070, 487) 4, 343, 704 531.9 731 
Mar. 8.__.- _.| 1,716, 982) 5,743, 205} 85,927) 403, 408!1; 802, 909) 6, 146, 613 591.2 788 
Mar. 15 , 849, 7, 592 232} 82,693] 486, 101/1, 931, 720) 8, 078, 333 661. 5 864 
Mar. 22 9, 836, 749] 115, 784] 601, 885|2, 360, 301/10, 438, 634 703.0 934 
Mar. 29........-.. 2, 364, 781/12, 201, 530} 99,816] 701, 701/2, 464, 597/12, 903, 231 773.8 1, 045 
Apr. 5......-.-----| 2, 288, 964/14, 490, 494) 127,166] 828, 867|2, 416, 130 15, 319, 361 684. 2 997 
RCTS. 2, 284, 076/16, 774, 570] 144, 725! 973, 592! 2, 428, 801/17, 748, 162 705. 4 987 
Ne oe ase ea 2, 141, 138/18, 915, 708) 127, 322'1, 100, 914)2, 268, 460 20, 016, 622} 615. 2 901 
RM SS 2 070, 145/20, 985, 853| 108540 1, 209, 454/2. 178, 685 22, 195. 307 578. 6 841 
MOP O.c5i5licccds 1, 640, 444/22, 626, 297} 128, 439 1, 337, 893/1, 768, 883 23, 964, 190 507. 6 809 
Mar if... since 1, 386, 115/24, 012, 412) 140, 904!1, 478, 797)1, 527, 019 25, 491, 209) 425. 8 750 
Wee ok 1, 403, 416 25, 415, 828] 117,349 1, 596, 146/1, 520, 765 27, 011, 974 411.6 735 
May 94............ 1, 025, 136/26, 440, 964) 146, 032.1, 742, 178|1, 171, 168 28, 183, 142 351.7 629 
Mere 711, 799,27, 152, 763] 115, 823.1, 858,001} 827, 622 29, 010, 764 317.2 595 
SUM Tic. dink 753, 919 27, 906, 682| 111, 940.1, 969, 941] 865, 859,29, 876, 623 293. 8 559 
THO i cin de 784, 769 28, 691,451] 98, 398/2, 068, 339] 883, 167,30, 759, 790 212.7 523 
June 21... __- 809, 880/29, 501,331] 87, 519 2, 155,858) 897, 399 31, 657, 189 257.5 479 
June $8653.45. 6s36. 610, 069 30, 111,400} 99, 090 2, 254, 948] 709, 159 32, 366, 348 209. 1 414 
SOP Be orkcsacecace 188, 703 30, 300, , 736) 2, 304, 684| 238, 439 32, 604, 787 33.3 36 
cog inate aa iar a il i 
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Senator Corpon. Let me get clear with reference to these added 
people. I can understand clearly you can have 531 people for 1 
month and it would represent that month. That is perfectly clear. 
The thing that has me guessing here is how can you find 500, 600, or 
700 qualified people to put on for 1 or 2 months and then let them go 
again and then call them back again? 

Mr. Bannina. We have 27 regional offices operating so the number 
is distributed among them. Actually the employees we take on are 
fairly high grade. I will tell you why: We can utilize a substantial 
number of part-time employees. We do not have our force built up 
to hit the peak. We keep it at the minimum for the regular business. 
When this spring program comes on, we increase the force by hiring 
temporary employees from the business colleges. 

Senator McCarran. Where do they go in the meantime? 

Mr. Bannina. They are generally new typists, new business clerks. 
Quite a lot of them are GI’s going to college. 

Senator THye. Do you put them on part time? Do they work 3 
or 4 hours a day? 

Mr. Bannina. Ordinarily about 5 hours a day. 

Senator Turn. In other words, you take them from the business 
school of the universities and colleges and take them from the business 
colleges. ‘They are the senior students so they are qualified in account- 
ing. You assign them to the work of checking a report that comes in, 
trusting that report is accurate. If there is a refund due, they recom- 
mend it. Are they the ones that recommend? 

Mr. Bannina. No, sir. Our checks are only written for the 
amounts that are certified to us by the Bureau of Internal Revenue. 

Senator Tuynz. These so-called part-time employees do not check 
a report and do any of the auditing to arrive at that? 

Mr. Banninea. They would be typists, transfer posting operators, 
numbering clerks, closing clerks, minor operating jobs, and such as 
that. 

Senator Torr. You mean the simple job of enclosing a check in an 
envelope and sealing the envelope and preparing the check? When 
you say prepare a check, give us a detailed report of how they prepare 
a check. Here is an inexperienced person. 


REFUND CHECK PROCEDURE 


Mr. Bannina. The preparation of refund checks goes through 
various operations. 

Senator Fercuson. That does not mean a thing to us. 

Mr. Bannineo. The voucher is examined to see it is in proper form 
and complete. Then it goes through the appropriations clearance 
section. Then to a numbering section. At that time we count the 
number of payments to be made on it, and issue exactly that number 
of checks. Those checks are predetermined. That is a control 
placed on it so that extra checks cannot be issued. 

Then the work goes to a transfer posting unit. In that unit under a 
late process the schedule is threaded through a machine, and the 
information on this schedule is impressed on the face of this check. 
The check then has the name and address but it does not have the 
amount. The amount is key punched into the check. After that the 
check runs through an interpreting machine where the amount is 











THIRD SUPPLEMENTAL APPROPRIATION BILL, 1952 57 


interpreted on the face of the check. Then the check goes to an 
adding and listing machine and it is proved against the amount of the 
voucher. 

Then it goes to an enclosing machine, and finally it is mailed. 

Senator THyr. How much time do you have to spend in training 
this new employee that you employ temporarily? 

Mr. Bannina. Ordinarily these jobs are very simple, sir. The 
work is highly mechanized. The transfer posting operator has 
merely to turn one check over like this. In the course of a day they 
can be trained. 

In regard to some of the other activities it takes longer. By and 
large a week’s training covers all operations. 

Senator Toye. The fact is this: You are not putting on many more 
special or part-time employees in this calendar year than you did in 
the last calendar year? 

Mr. Bannina. I am not planning to put on as many. 

Senator Toye. You must put them on or you are going to have to 
pay additional interest on the refunds for every day that you fail to 
turn out the refund after the 16th of April. So that it is a question 
of going in the red if you do not have the staff and because of the ex- 
cessive interest charge upon the returns which is due the person in 
regard to the refund. Is that right? 

Mr. Bannina. That is correct. 


HOUSE ACTION 


Senator Tuyr. The other question is simply that $414,000 is a 
deficiency in your operating fund due to salary increases voted by 
Congress in the first session of the Eighty-second Congress? 

Mr. BANNING. $814,000. 

Senator Toye. But I notice here the House gave you $400,000. 

Mr. Bannine. We would be short a difference of $454,000. 

Senator Tuy. The House gave you $400,000 and you are asking 
for $814,000. 

Mr. Bannina. I believe the House gave us $360,000. 

Senator Tuyr. I am just looking at the figures on page 38 under 
line 13. 

Mr. Bannina. That was reduced by 10 percent in the general 
provision. 

Senator Ecron. Is it your contention then that if you cut your 
staff that will increase the man-days required to process these checks 
in four departments of the Government for which you write checks? 
One would be the tax-refund checks, the veterans’ benefits, the social 
security, and the Government pay checks. Is that true? 

Mr. BANNING. No, sir. That is not what we intended to convey. 
The veterans’ benefit checks and social-security checks are regular 
work. We have a force sufficient to carry that on. If we do not get 
this extra money, then we will not be able to take on temporary 
employees to process all the income-tax refunds that we receive. 

Senator Corpon. It is your judgment as to whether you are using 
your regular funds in one place or the other? You have made that 
decision. You could write every one of these checks with the force 
you have on regularly, but you would have then some other place 
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where you would have work that you could not do, but it is your 
decision. Is that right? 

Mr. Maxwe tt. That is correct. That would mean we would not 
write veterans’ checks, social-security checks, or some other checks. 

Senator Corpon. When you say ‘We are going to write all of the 
re checks but we are not going to write these,” you have a 
choice. 

Senator Frereuson. You do not pay interest on the other checks. 

Chairman McKe tar. I received a check for $260 from the Treas- 
ury Department and they said that I had overpaid my income tax 
by that amount. About 2 or 3 months later I got a notice saying 
that they had made a mistake and that I owed the Treasury Depart- 
ment $667. I sent a check for it. 

I want to know if those employees get paid for the mistakes as 
well as for the original work of notifying me that I had money due? 

Mr. Maxwetu. The Division of Disbursement is not responsible 
for determining the amount which is to be paid on the refund vouchers. 
In the case you mentioned the Bureau of Internal Revenue only 
makes a preliminary examination of the income-tax return to see 
whether or not there is a refund, or not a refund. A more detailed 
audit is made later. 

Chairman McKe tar. That is the only refund I ever received and 
I felt very proud of the $260. I was rather startled when I got a 
notice for that other money. 

Mr. Maxwe tt. It would be almost impossible for the Bureau of 
Internal Revenue to examine fully with a period of a couple of months’ 
time over 50 million tax returns. 

Chairman McKe tar. You have three or four times as many clerks 
in here as you need. 

Mr. Maxwe tu. They are all busy. 

Chairman McKetiar. You have machines to write those checks. 

Senator McCarran. If you put all your force on making out and 
sending out the checks for the income tax refunds and let your veterans’ 
and other services lag, you could do it without paying the interest 
because the veterans service and the other services draw no interest. 
Is that right? 

Mr. Maxwe tu. That is correct. 


WORK ASSIGNMENTS 


Senator Frerauson. There are 24 million other administrative 
agency checks that do not draw any interest. 

Mr. Maxwe tt. That is correct. 

Senator Fereuson. You use these unskilled people on this, whereas, 
if you delay these others and put them over the whole year you would 
have skilled employees. I do not know how you go to business 
colleges and take girls out that have no experience at all and get 
work out of them. You pay them $250 a month. 

Mr. Maxwe tu. They learn rapidly, Senator. 

Senator Fercuson. They do not learn that rapidly. 

Mr. Maxwett. If we did what was just suggested a second ago, 
that would mean then that these monthly pension checks to veterans 
and monthly retirement and civil-service checks 
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Senator Ferauson. Those are not pensions. On those dividend 
checks you charge the people more than they should be charged, and 
then you give them the dividend. 

Mr. Maxwe .t. I am thinking of the regular pensions to veterans, 
the monthly pensions. We would not be able to write some of those 
until after July 1, which would mean some of the veterans would not 
be getting pension checks. 

Senator Fercuson. You could take all of those, because you have 
24 and 8. I am talking about the refund on insurance. You call 
them dividends. That is not a dividend at all. You charged the 
person more than he should have paid, and then you make him feel 
good by paying a dividend. That is just like when you say it feels 
good if you do not hit them on the head again. That is what you do 
on that dividend proposition. 

Mr. Maxwe tt. Of course, that is part of the Veterans’ Adminis- 
tration. We only receive the vouchers and we make the payments. 

Senator Cordon has just mentioned the alternative we have here. 
We could either do one of several things, but in any event, if we do 
not get the money to write checks, some checks are bound not to be 
paid when they should be. 

» Senator Ferauson. There are a lot of these checks you are not 
going to get out until June, and then you will have to pay interest on 
them. 

Chairman McKettar. You do not mean to say you pay interest on 
these checks, do you? 

Mr. Maxwe tt. The only checks on which there is interest would be 
the tax-refund checks. 

Chairman McKetuar. The tax refund I received had no interest 
on it. 


SALARY CHECKS AND MISCELLANEOUS VOUCHERS 


Senator Corpon. This item of twenty-four-million-dollars-some- 
odd for other administrative agencies, is that an item covering salary 
checks? 

Mr. Bannina. Salaries and miscellaneous vouchers such as sup- 
plies, contractors, travel vouchers, and so on. 

Chairman McKe.uuar. We are in a war. Can we not all get 
together and cut down on these expenses? Why do we want to get 
into debt any more? It is not necessary, and you have more people 
than you need. Why not cut some of them off and get it done with? 

I am telling you what the people are thinking in this country. 

Are there any further questions, gentlemen? 

Senator Corpon. As far as I am concerned, right down the road 
this year, I am going to see how closely I can stay to the House figures 
and surprise them. I do not want to cripple the Government any, but 
the Government will have to limp a little, 

Chairman McKeuuar. Are there any further questions, gentlemen? 
Are there any further statements any of you want to make? 


WORK VOLUME AND MONTHLY OBLIGATIONS 


Mr. Bannina. I have a statement reflecting the work volume and 
obligations by months for the fiscal year 1952, and subject to your 
approval I should like to insert it in the record. 
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Chairman McKe tuar. All right, that will be inserted in the record. 
(The information referred to follows:) 


Statement of volume of work and obligations, fiscal year 1952 
































Personal services 
| Volume of |——————————;- ———————>—"—"———| Other ob- Grand 
Month ae eis | | os 
jworkitemS! perma. /T emporary re ligations total 
nent part-time 
—— ee  -S— — ee eae aa 
Actual: | 
i i nn 14, 651, 036 $736, 857 $6, 680 $743, 537 $139, 206 $882, 743 
BMS, c6eo nk Ah 14, 901, 565 766, 137 | 6, 199 772, 336 173, 407 945, 743 
Sevtember................] 13, 710,053 661, 518 4, 269 665, 787 252, 104 917, 891 
gee ni pekotca 14,497,412 | 1,030, 748 6,565 | 1,037,313 241, 534 1, 278, 847 
November_-__.......-.--.-| 14, 293, 124 808, 225 14, 701 822, 926 109, 338 932. 264 
December. --......--.-.--| 13, 623, 918 797, 083 16, 844 813, 927 403, 760 1, 217, 687 
January 1952____. ze peak | 14, 597, 597 | 835, 682 22, 589 858, 271 140, 745 999, 016 
NIG isi cess 5p ...| 15, 925, 790 755, 369 58, 202 | 813, 571 123, 352 936, 923 
Projected: | 
Dinewi  275 5 5 acre = 21, 821, 474 777, 881 191, 651 969, 532 273, 130 1, 242, 662 
a ag cg Sincll | 22, 658. 344 814, 733 219, 894 | 1,034, 627 185, 530 1, 220, 157 
May...--- nhc oka ad een | 19, 871. 735 816, 002 148, 981 | 964, 983 270, 430 1, 235, 413 
| Te re 17, 400, 152 799, 121 89, 572 888, 693 213, 310 1, 102, 003 
Me. cscs te. 1197, 952, 200 | 9, 599, 356 786, 147 | 10, 385, 503 2, 525,846 | 12,911,349 
RRR Se, SN en ees. ee venecewtll] SCD bod oe aL ” 
Reimbursements..-..........-- lugapihbocpey latent Sanelnaetciaiaepeieeiee 597, 349 |...... ‘snap te pied akong ages 
Total available.........|......-.--.. tye ope h Sele bio ed 12, 097, 349 | 4s bled sees... 
Supplemental for salary in- - 4 : 





creases (Public Law 201)----. I a ie aad EE eee ares | a a | 1[814, 000 





1Total of column 4 subtracted from total of column 6. 
JURISDICTION OVER ISSUANCE OF CHECKS 


Chairman McKetuar. Why is it the Post Office DepartmentTis 
the only department that you have jurisdiction over? Why isYit 
that none of the other departments are under your jurisdiction, the 
Justice Department or any other department that you might mention? 

Mr. Maxwe .t. Back in 1933 the Treasury Department was given 
jurisdiction over the issuance of all checks for all departments and 
agencies in the executive branch. At later dates, by law or Executive 
order, some of them were excepted. 

Chairman McKe.tiar. When was that? All of them except the 
Post Office Department. Why did they except all except the Post 
Office Department? 

Mr. Maxwe tu. The military was excepted, the United States 
marshall’s office was excepted, and the corporations were excepted, 
and a number of others were excepted at a later date, and that was 
all either by law or reorganization plans. 

Chairman McKwuar. Find out whether it was by law or reorgan- 
ization plans. 

Mr. Maxwe tt. We can insert that into the record. 

(The following information was supplied:) 


SraruTtory AUTHORIZATIONS 


Executive Order 6166, dated June 10, 1933 (5 U. S. C. 124-132) 

Section 4 of this Executive order transferred the functions of disbursement for 
all executive departments and agencies to the Treasury Department and created 
the Division of Disbursement. 
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Executive Order 6728, dated May 29, 1934 (5 U.S. C. 124-132) 


This order amended section 4 of Executive order No. 6166 of June 10, 1933, by 
exempting the War Department, the Navy Department, (including the Marine 
Corps) and the Panama Canal, except those pertaining to departmental salaries 
and expenses in the District of Columbia from this order. 


Reorganization of executive and administrative agencies (reorganization plans III 
and IV, June 30, 1940, 5 U.S. C. 133) 

This reorganization further exempted the United States marshals: the Post 
Office Department, the Postmaster Geneial, the Board of Trustees of the Postal 
Savings System, and transferred the Division of Disbursement to the Fiscal 
Service of the Treasurv Department. 

Senator Corvon. What about the Department of Interior and the 
Department of Agriculture and most of the independent offices? 

Mr. Bannina. All except the Post Office Department. 

Senator Corvon. The corporations you do not write, and you do 
not write the Military Establishment checks. 

Mr. Maxwe.t. And the United States marshal’s. 

Chairman McKetuar. Under the law, none of the departments 
are affected except the Post Office Department. 

Mr. Jounson. Mr. Chairman, next we have Mr. Ziehl, Deputy 
Commissioner of Customs. 


BUREAU OF CUSTOMS 
SALARY INCREASES 


STATEMENT OF W. H. ZIEHL, DEPUTY COMMISSIONER, 
BUREAU OF CUSTOMS 


STATEMENT ON AMENDMENTS REQUESTED 


SALARIES AND ExpENSES, BuREAU oF CUSTOMS 
(Estimate, 1952, $3,000,000; H. R. 6947, ch. XI) 
(Bill, p. 38, line 19, and p. 44, lines 6-10) 


(1) Page 44, line 10, insert following the word “‘agency”’: “Provided, That the 
provisions of this paragraph shall not apply to the Bureau of Customs, Treasury 
Department.” 

HOUSE ACTION 


The Bill (H. R. 6947), as passed by the House, would make an additional 
$2,700,000 available to Customs for fiscal year 1952, or $300,000 less than the 
amount requested. It is noted that the House Committee on Appropriations 
recommended $3,000,000 for Customs, as requested, but that a general proviso 
was inserted from the floor which reduced this amount by 10 percent, or $300,000. 


JUSTIFICATION 


The entire $3,000,000 supplemental appropriation requested for 1952 for the 
customs service is needed to pay the increased salary costs authorized by Public 
Law 201. Over 70 percent of these increased costs have already been paid, in 
that the increases were retroactive to July 8, 1951. Further, these new salary 
rates are in effect currently, and payrolls must be of course be met. No excess 
funds are.available in any object category for diversion to meet these costs without 
major detriment to operations. 
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Imposing such a reduction at this time of the year means that every penny of 
the $300,000 reduction made by the House in this supplemental request must be 
recouped from expenditures planned for the last quarter of the year. There are 
only two ways in which savings of this size can be made in so short a time: (1) By 
issuing reduction-in-force notices immediately to approximately 800 full-time 
employees, i. e., to more than 10 percent of the 7,900 now on the rolls, and for 
which funds have been allowed by the House for fiscal year 1953; or (2) by making 
drastic reductions in other types of personal services and other objects expendi- 
tures which, although improvident, should be less crippling in their effect on the 
current and on next year’s operations. 

In reaching a determination as to which course to follow, Customs considered 
many factors. As shown in our 1953 justification and as testified to before your 
subcommittee, Customs’ workload has increased tremendously in the past 5 
years. Formal entries are up 72 percent. The number of vessels, automobiles, 
trucks, and other carriers is 41 percent above 1947. The number of persons 
entering has risen 17 percent and the value of imports is 100 percent higher than 
5 years ago. Customs urgently needs every available employee to handle these 
huge volumes of business. The House recognized this need when it approved a 
1953 appropriation which would finance nearly all of the 1952 staff through 1953, 
including the full-year costs of salary increases. Therefore, if the savings are to 
be effected by a mass reduction in personnel, Customs would be in the position 
of firing this large group of employees during the last quarter of fiscal year 1952, 
and almost immediately rehiring an equal number at the beginning of 1953. 
The number which would have to be released, 800, is disproportionately large 
because, after the giving of 30-day notices (which could not be accomplished 
before April 1, 1952), and after payment of accrued leave, only about one-twelfth 
of the annual salaries of the employees released would be saved during the re- 
mainder of fiscal year 1952. Such action would be inconsistent with the present 
and continuing needs for on-the-job manpower, especially during the spring tourist 
season, would be extremely wasteful, and would be contrary to best interests of 
the loyal and hard-working Customs employees throughout the country. 

The alternative, if Customs must effect savings of $300,000 during the re- 
mainder of this fiscal year, is nearly as undesirable. It will require that all full- 
time employees who resign or are otherwise separated during the fourth quarter 
cannot be replaced. Normal turn-over during this period would be about 100; 
therefore, Customs would be forced to operate with numbers up to 100 less during 
this quarter than its present staff, which will create operating difficulties as travel 
and imports increase during the spring. 

The more drastic additional actions which must also be taken under this alter- 
native are: 

First: It will require deferring all payments of awards to informers. The 
information which has been received, for which payment is due, resulted in the 
apprehension of smugglers and the seizure of diamonds valued at more than 
$1,000,000. Such awards are payable under section 619 of the tariff act and are 
computed at 25 percent of the value of the seized merchandise with a maximum 
award of $50,000 in any one case. Approximately $100,000 in such awards are 
scheduled for payment during the balance of this fiscal year. Such payments will 
now have to be deferred until after July 1, 1952, with the effect (a) of forcing the 
informer to wait for his statutory award for up to 3 months, and (b) of reducing 
by $100,000 the amount which can be spent in fiscal year 1953 for urgently needed 
manpower. This would have to be done despite the fact that the House directed 
Customs not to divert funds from manpower in 1953. 

Second: The hiring of summer-seasonal employees along the Canadian border, 
usually authorized and urgently needed during the last 2 months of the fiscal year, 
will have to be deferred until July 1, in order to save approximately $25,000. 
Passenger and vehicular traffic will be subjected to delays during peak periods 
because of inadequate customs staffs, and regular employees manning these 
stations will be greatly overburdened. 

Third: All customs weighing of wool imported at Boston will have to be dis- 
continued until July 1, to save approximately $30,000. Weights shown on the 
invoices will have to be accepted as the basis of duty computations. _ Experience 
over the years has shown that invoice weights average slightly lower than customs 
weights. With the high rate of duty applicable to wool, such fractional differences 
are sure to mean the loss of many thousands of dollars in duty. = 

Fourth: The number of inspectors assigned to land border crossings on Sundays 
and holidays during the last quarter will have to be curtailed by between 10 and 
20 percent. Nonreimbursable overtime is required to be paid for such services 
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under the act of June 3, 1944. The reduction in manpower assigned on these 
week ends will mean that persons and vehicles entering will be delayed, and that 
an unduly heavy burden will be placed on the reduced number of men available. 
This action will be felt most seriously at the large border crossings such as Niagara 
Falls, the Peace Bridge at Buffalo, and the Ambassador Bridge and Windsor 
Tunnel at Detroit. It is only at these and a few other important crossings that 
the number of Sunday and holiday assignments is sufficiently large to permit 
any substantial savings. Approximately $20,000 must be realized from this 
source. 

Fifth: Official travel will bave to be curtailed drastically. Among other things, 
this will mean that we will have to discontinue the trips of our field inspectors, the 
purpose of which is to make certain that manpower is being utilized in the most 
effective way possible, that irregularities do not exist in field installations, anc. 
that procedures and practices are being carried out uniformly in all districts as 
required by law. Travel by customs agents and by comptrollers’ auditors will also 
have to be largely deferred. About $25,000 will have to be saved by this action. 

Sixth: Other contractual services and supplies and materials obligations will 
have to be severely cut back. Much of Customs automotive fleet will have to be 
immobilized either because necessary repairs cannot be made or because no funds 
will be available for fuel. The impact will be particularly severe on the Customs 
Agency Service and, together with the travel curtailment referred to above, will 
materially lessen the effectiveness of this enforcement arm of the Customs Service. 
The majority of the $15,000 estimated savings will have to be recouped from sup- 
plies and services which are required for day-to-day operations and which should 
not be done without for such an extended period of time. It will further mean 
that on July 1 few stocks will be on hand, necessitating disproportionately heavy 
1953 purchasing. 

Seventh: None of the equipment orders planned for the remainder of the fiscal 
year can be placed. Customs was already operating under a severely restricted 
equipment budget, wholly inadequate to cover its needs. Automobiles, scales, 
typewriters, calculators, and many other types of equipment could not be re- 
placed on a sound basis. A large proportion of Customs equipment inventory is 
already beyond the age where continued operation is economical. This means 
decreased efficiency as well as increased repair and operating costs. About 
$20,000 will have to be realized from this source. 

Kighth: In order to make up the balance of the savings required, Customs 
is canceling orders already placed for approximately 90 replacement auto- 
mobiles. Each of these automobiles was ordered to replace a vehicle which had 
been driven at least 60,000 miles or was at least 6 years old. A number of the 
cars scheduled for replacement are not now usable and all of them are far beyond 
the point of economical operation. This will probably mean that none of the 
fleet of 700 Customs automobiles will have been replaced in fiscal year 1952. A 
minimum of $65,000 will have to be realized from this extremely undesirable 
source. 

In summary, to meet the House reduction, Customs must either fire approxi- 
mately 10 percent of its entire staff (with the prospect of rehiring the same number 
a short time later), or make limited full-time personal services reductions and effect 
drastic reductions in its other personal services and other objects expenses. For 
the reasons stated above, Customs feels that the first alternative should not be 
adopted in total or in part and is, therefore, forced to the second line of action. 
The extremely undesirable results of effecting so large a savings in this way have 
been detailed above. In the face of ever-increasing workload, Customs service to 
the public, especially along the Canadian border, will be seriously affected; sub- 
stantial obligations will be deferred with undesirable effects in the next fiscal year; 
and the effectiveness of customs operations generally will be impaired during the 
April through June quarter. 

While Customs must proceed immediately with actions one to eight described 
above in order to bring its obligations into line with our present $37,500,000 appro- 
priation, plus the $2,700,000 allowed by the House, restoration of the decrease at 
an early date will enable Customs to resume vital services and operations within 
a short time after official notice of the restoration. It is therefore respectfully 
requested that the supplemental appropriation carried in H. R. 6947 for the 
aes of Customs be restored to the full $3,000,000 requested at the earliest 
possible date. 


Chairman McKe..ar. All right, Mr. Ziehl, what do you have to 
say? 
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Mr. Zienu. First, Mr. Chairman, I would like to express the regrets 
of the Commissioner that he could not be here today. He has asked 
me to come up-—— 

Chairman McKetiar. The Commissioner has made up his mind 
that the Senate is not of his caliber and he has quit coming here, has he? 

Mr. Zien... No, sir, Mr. Chairman. 

Chairman McKetiar. The Postmaster General has come to the 
same conclusion. The Postmaster General has quit visiting the Post 
Office Committee or the Appropriations Committee. I do not know 
why or the reason for it, but we will have him explain why the first 
chance we get to have him before the committee. 

I would like to know why it is the Commissioner himself cannot 
appear and tell us something about what we want to know. 

Mr. Jounson. Mr. Dow is the Commissioner of Customs, and last 
summer he had a very severe illness, and the doctor has suggested it 
would be impossible. The Assistant Commissioner is out of town 
today, and we did not know in sufficient time to get him back that 
you wanted to have bearings this afternoon. 

Chairman McKeuiar. My hands are up when you talk about ill- 
ness. I will not say anything. 

Very well, Mr. Ziehl, you may proceed. 


AMOUNT REQUESTED 


Mr. Zieut. Mr. Chairmen, I am here this afternoon in conaection 
with the supplemental appropriation request for the pay act increases 
which were voted by the Congress last October. As you recall, those 
increases are retroactive to last July 8, and the total amount of this 
request was $3,000,000 for the Bureau of Customs. 

Since it was retroactive to last July 8, the Bureau of Customs has 
already expended approximately 75 percent of this money, and there- 
fore the balance of the year being a little over 3 months, it would be 
extremely difficult to recoup this amount. 


1952 FUNDS AND UNOBLIGATED BALANCES 


Chairman McKetiar. How much money have you on hand now? 
How many dollars? 

Mr. Zienu. The last obligation report I have, Mr. Chairman, is 
as of the end of February. 

Chairman McKetiar. How much does that show? 

Mr. Zien. $10,345,064. 

Chairman McKetiar. How much did you have all together? 

Mr. Zienu. The total amount appropriated this year is $37,500,000. 

Chairman McKetuar. If $27,000,000 carried you up to the present 
date, or, we had better make that March 15 because you have a pay 
day on the 15th, why would not the $10,000,000 carry you for the 
balance of the year? 

Mr. Zieut. Mr. Chairman, the figure that I gave you, $27,000,000, 
the last obligation figure I have, was as of the end of February. J 
do not have the March 15 obligation figure with me. We carry 
our figures on a monthly basis, and I do not have it with me. 

Chairman McKetuar. If that were the case, you would ‘have 
$13,000,000 now. Why would not $13,000,000 pay your expenses 
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for the remainder of the year? Why do you have to have an addi- 
tional amount? 

Mr. Ziznv. Well, the balance that we had, of course, was $10,000,- 
000, and, as vou said, Mr. Chairman——— 

Chairman McKe.uar. The balance is $13,345,064. 

Mr. Zien. $10,345,064, Mr. Chairman. 

Chairman McKutiar. Well, you had $37,000,000, and if you take 
$10,000,000 from $37,000,000, that leaves you $27,000,000. That is 
about enough to take you through. Why do you want to have more 
money? Why do you want additional money at this time? 

Mr. Zieuu. In order to carry the number of people that are pres- 
ently on the payroll, Mr. Chairman. 







PERSONNEL 


Chairman McKetiar. How many have you on the payroll? 
Mr. Zrent. We have, as of the same date, February 29, 7,900 full- 
time employees. 

Chairman McKeuiar. 7,900 full-time employees. How many 
did you have last year? 

Mr. Zreau. | will have to look that up, Mr. Chairman. TI believe 
it was 108 less. 

(The following information was supplied: ) 

The average number of full-time employees was 7,901 in fiscal year 1951. 


Chairman McKetiar. Why do you come up in this manner? 
Why do you not come up here and tell us what explanation we can 
make to the Senate about these appropriations. Why would it not 
be better for you to look up the facts beforehand and let us know? 

You had 7,998 last year? 

Mr. Ziexu. 7,998, yes, sir; that is right. 

Chairman McKeuuiar. That carried you through, did it not? 
Why would not $10,345,000 carry you through this year? Why is it 
that we have to appropriate an additional supplement at this time 
of the year? Is not that just another way of getting around the 
reduction that was made on you last year? The Congress did not 
appropriate all that you asked for last year, and you came back and 
asked the Senate to change what the House had done, and the Senate 
did not doit. The House did not do it, and now here you come in with 
a deficiency bill at this time of the year when you have $10,345,064 
on hand: Why with that money on hand would that not be ample 
to carry you through? 

Mr. Zrent. Mr. Chairman, we need $3,000,000 more to carry the 
7,900 employees that we. have on the rolls through the balance of the 
year, from March 1 to the end of the year. In other words, the 7,998 
was the number that was finally approved by the Congress. To carry 
that number through for the balance of the year, it will cost us the 
difference between the amount we have spent to date and the full 
amount of the appropriation, including the $3,000,000 requested. 
We have actually computed, sir, for the balance of this year, how 
much those people on the rolls, as approved by the Congress, will cost. 
And we find that they will actually cost not only the amount that we 
have remaining, which, of course, includes expenditures for other 
objects also 








66 THIRD SUPPLEMENTAL APPROPRIATION BILL, 1952 


BASIS OF PERSONNEL REQUIREMENTS 


Chairman McKe iar. How did you find that out? What process 
did you pursue to get that information? Please tell us. 

Mr. Zizi. What we did was this, sir: We took the people on the 
rolls, we know the salaries that they are being paid, and we figured 
out how many working days there were left in this year. We, in effect, 
therefore, took their daily salaries and we multiplied the 7,900 times 
the daily salaries for the rest of the year, and that is how we got this 
obligation figure. 

Chairman McKetiar. That is how you got this amount ia addition 
that you asked for. 

Senator Corpon. Did the figure come out to $3,000,000? 

Mr. Zient. No, sir, it came out higher than that, as a matter of 
fact—— 

(The following information was supplied :) 


The actual figure was $3,115,000. 


Chairman McKe.tiar. You want $3,000,000 more. Why do you 
want to add that $3,000,000 to the $10,000,000 that you already have 
when it did not cost you $10,000,000 in any one of the 3-month periods 
that you have just passed through with the same force? 

Mr. Zienu. Well, sir, for the 8 months the figures for which I gave 
you the obligations, the eight months figure for personal services obli- 
gations was $25,625,523. Those are the personal services obligations— 

Chairman McKetuar. You had $37,000,000, did you not? That 
leaves you $12,000,000 instead of $10,000,000. Why do you want 
more money? Why do you want to put up a fund that you have in 
your possession? What is the purpose of it? Just to put on more 
employees if you want them? 

Mr. Zreunu. No, sir, Mr. Chairman. We will not be able to put on 
an additional employee. As a matter of fact, even if the $300,000 is 
restored—— 

Chairman McKeEtvar. $3,000,000 is what it says here, and with 
the 10 percent cut then it is $2,700,000. 

Mr. Zien. That is right, sir. 

Chairman McKetiar. That makes $2,700,000 instead of $300,000. 
Why do you want to put $2,700,000 in in addition, if you have already 
$10,000,000 in the treasury for the people? 

Mr. Zrenu. Maybe I can approach it this way, Mr. Chairman—— 

Chairman McKetiar. I want to know the facts about it. 


PAYMENT OF SALARY INCREASES 


Mr. Zien. I want you to know them, Mr. Chairman. 
This $3,000,000 was to pay for salary increases back to last July 8. 
We have already paid out of that amount of money about three- 


quarters of this $3,000,000. We will need the additional one-quarter ~ 


plus the full amount of the three-quarters—— 

Chairman McKeuiar. But you realize that is just another way 
of saying that ‘“‘We asked you for so much money last year, and you 
did not give it to us, and now we want it.”’ You are.asking the 


Congress for something when it has already passed a law last year | 


fixing the amount which you could spend. Now you are spending it 
anyway. 
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Senator Haypen. I think we passed two laws: One law saying 
that based upon the salaries that were being paid on the Ist of July 
we appropriated enough money to do that. Then we passed a second 
law saying that you were going to get more money than that, and 
gave you this salary raise. The difference between those two things 
make up this deficiency. If the Congress has not passed the pay 
raise you would not be here; is that right? 

Mr. Zrent. We would not be here, and we would have been able 
to hire the number of employees authorized. 

Chairman McKe.iar. How many have you now? 

Mr. ZienHu. Full-time employees now we have 7,900. 

Chairman McKetuar. How many did you have last year? 

Mr. Zienu. Last year, Mr. Chairman, we had 7,998 employees. 

Chairman McKe.iar. You have discharged 98, or 98 of them 
have died. 

Mr. Zieut. As a matter of fact, we have about the same number. 
I have a complete reconciliation of that. You actually have to, in 
arriving at these figures for the budget, include amounts to cover the 
lump-sum payments, an equivalent figure for man-vears—— 

Chairman McKetiar. We do not appropriate money by man- 
years, we appropriate money in dollars and cents. We do not appro- 
priate by man-years, and we never have. When you get to talking 
about man-years you disturb my equilibrium. I do not know what 
you are talking about. I want to know what you are talking about in 
dollars and cents. Why is it that if you have reduced your number 
by 98 you cannot get along on this figure? 

Senator Ecron. Maybe we could get at it a little better if Mr. 
Zieh! would tell us if he does not get the restoration of this 10-percent 
cut which the House made how many regular employees he will be 
compelled to lay off until the end of the fiscal year. 

Mr. Zieut. Thank you. If this money for pay increases—— 

Chairman McKe.tuar. Where are you reading from? What page? 

Mr. Zrpuv. | was reading from the justification submitted. 

Chairman McKetuiar. From your statement? 

Mr. Zinn. Yes, sir. 

Chairman McKeuiar. What page? 

Mr. Zrenv. I will read from page 1. 

Chairman McKe .zar. All right, sir. 


PURPOSE OF SUPPLEMENTAL REQUEST 


Mr. Zien. The entire $3,000,000 supplemental appropriation re- 
quested for 1952 for the Customs Service is needed to pay the in- 
creased salary costs authorized by Public Law 201. Over 70 percent 
of these increased costs have already been paid in that the increases 
were retroactive to July 8, 1951. Further, these new salary rates are 
in effect currently, and payrolls must, of course, be met. No excess 
funds are available in any object category for diversion to meet these 
costs without major detriment to operations. 

Chairman McKe.tiar. What do you mean by that? What does 
that mean in English, just plain English, that you and I can under- 
stand, and that Senator Hayden and Senator Ecton can understand? 
What do you mean by that? 
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Mr. Zirxi. What this would mean, Mr. Chairman, is that if we 
imposed a reduction on personal services at this time, in other words, 
if we fired employees, that at this time of the year we would have to 
release or we would have to fire about 800 of our full-time employees. 
That is about 10 percent of the 7,900 which are now on the rolls. 
The only alternative we would have would be to make other drastic 
reductions which I will comment upon in a moment. 

Now, the workload for Customs has, of course, continuously 
increased, and, as a matter of fact, we expect further increases next 
year, particularly during the time that these people would have to 
be released from the rolls. The shipping trade expects that there 
will be an increase in the number of passengers of at least 10 percent 
during the spring and summer seasons, and this would mean that if 
we actually removed 10 percent of our employees, the 800 of them 
which would be necessary, that we would not have the manpower 
that would be needed to handle the passengers, the travelers, and the 
imports coming into the United States during this period. 

Now, the way in which that 10 percent is computed, and the 
reason that we would have to release such a large number of em- 
ployees, is because of several factors concerning employees: First, 
we would give these employees 30-day notices that they were going 
to be released in accordance with the civil-service rules and regulations. 
Secondly, these employees have an average amount of annual leave 
due them which would have to be paid for, which is an average of 
about 1 month’s salary. Our actval average accrued leave for all 
employees is much higher, but those who would be released would 
be those with less seniority. We would be in the position of reducing 
our number of employees by 800, and if we did that, we would find 
ourselves in the position under the present House allowance for 
employees for next year of having to hire back this 800 next July 1. 
Therefore, we do not believe that the Congress intended that we 
should take that course of action. 

Chairman McKetiar. The Congress passed a law to that effect 
reducing or cutting these employees by 10 percent, and that is a 
sufficient indication of how the Congress felt. 

Strange as it may seem to you, my dear sir—and I do not mean this 
as a reflection on you in any way in the world, because you seem to 
be a mighty nice gentleman——— 

Mr. Zrenu. Thank you, sir. 

Chairman McKe tar. I am going to say this to you, strange as it 
may seem to you, you are an employee of the Federal Government, 
which is composed of the President, the Senate, and the House of 
Representatives. You are not their master, you do not go over what 
they do and revise it and say what they meant and what they did not 
mean. That is not your business. Your business is to do the work 
up there in the Department. 

Now, proceed on that theory to tell us about this. You talk about 
what may happen in the future. We may have an earthquake in the 
future. There is no telling what may happen. A bomb may fall on 
us in the future. We do not know what is going to happen, and we 
cannot afford to bet money on it on the theory that we are going to 
have an earthquake or a bomb. Ordinarily that does not happen. 
Why not take things as they are? 

How much money did you have this year? 
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Mr. Zieuu. This year, sir, we have had appropriated so far $37,- 
500,000. 

Chairman McKe.iar. How much did you have last year? 

Mr. Zrent. Last year, sir, we had $36,825,000. 

Chairman McKe.iar. And you got along all right. You did not 
have any discrepancy. 

Did you have any left over? 

Mr. Zrenu. We did have a small balance last year. 

Chairman McKetuar. How much was that small balance? 

Mr. Zrenu. We had $34,015. 

Chairman McKetuar. $34,015? 

Mr. Zrenv. $34,015 of unobligated balance in the fiscal year 1951. 

Chairman McKetiar. Why do you ask for more? You do not 
have as many employees, have you? 

Mr. Zrent. Mr. Chairman, the difference is made up in such things 
as within-grade promotions required by law—— 

Senator Haypen. And the pay raise is the main thing, is it not? 

Mr. Zimut. The pay raise is the principal difference; yes, sir. 

Chairman McKetiar. You had pay raises last year. 

Mr. Zien. No, sir. 

Chairman McKe.tuiar. You did not have any pay raise? How 
much money have you on hand now? 

Mr. Zrenu. As of February 29 we had an unobligated balance of 
$10,345,064. 

Senator Haypen. The question I wanted to ask, Mr. Chairman, is 
this: This is a revenue-producing agency. How much money did you 
put in the Treasury last year by collecting customs? You spent 
36,000,000-some-odd dollars. How much did we get for it? 







1951 CUSTOMS RECEIPTS 


Mr. Zient. In the fiscal vear 1951 the total customs’ receipts 
were $624,008,052. 

Senator Haypen. Then it cost about 5 percent, is that right, for 
collection? 

Mr. Zient. May I correct that figure, Senator? I was giving you 
something else. We collect amounts from several sources. The total 
figure for all collections was $809,133 ,292. 

Chairman McKe iar. Was all of that put in the Treasury? 

Mr. Zieuu. Yes, sir. 

Chairman McKe .uar. All of that money was put in the Treasury? 

Mr. Zien. All of that was put in the Treasury. 

Senator Hayprn. And it cost the Government to get $809,000,000 
only $36,825,000? 

Mr. Zieuu. That is correct, sir. That is $4.54 per hundred. 

Senator Haypen. I thought it was about 5 percent. That is 4.54. 
What I am getting at is I have heard complaints before this com- 
mittee at other times that a more efficient force or a larger force 
would collect more money. There would be less smuggling and less 
cheating on the part of people coming in, and then there has been a 
very serious complaint that if we had an inadequate staff where there 
is a ship coming in or where an airplane lands you do not have enough 
people to take care of the passengers there and they are unduly 
delayed in having their baggage examined, because you have to check 
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them, and if you do not check them there would be more smuggling. 
Is that correct? 

Mr. Zrent. That is correct, sir. 

Senator Haypen. There have been very serious complaints about 
that at different times, that people have had to stand and wait for 
hours and hours and hours before they could get through the customs. 

Chairman McKe.uar. Has it not been increasing regularly for the 
last few years? 

Mr. Zien... The volume of business and the collections, yes, sir, 
have both increased substantially. 


COST OF COLLECTIONS 


Chairman McKetuar. Will you put in the record, say, for the last 
10 years, the collections and the costs of the collections? 

Mr. Zieuv. We will do that, sir. 

Chairman McKetuar. That is all. If there are no other questions, 
thank you, very much. 

Mr. Zreut. Thank you, Mr. Chairman. 

(The information referred to follows.) 


Total customs collections, customs operating costs, and cost of collecting $100, fiscal 
years 1942 to 1951 











Customs | Customs cost] Customs cost 
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SECRET SERVICE DIVISION 
SaLARY INCREASES 


STATEMENTS OF U. E. BAUGHMAN, CHIEF, SECRET SERVICE 
DIVISION, AND G. W. TAYLOR, BUDGET OFFICER, SECRET 
SERVICE DIVISION, UNITED STATES TREASURY DEPARTMENT 


Mr. Jonnson. Mr. Chairman and members of the committee, next 
we have the Chief of the Secret Service, Mr. U. E. Baughman, and 
Mr. Taylor, the Budget Officer. 

STATEMENT ON AMENDMENT REQUESTED 
SALARIES AND EXPENSES, SECRET SERVICE Division 
(Estimate 1952, $172,000; H. R. ch. XI, $154,000) 


(1) Page 44, line 10, insert following the word “agency”: ‘Provided, That the 
provisions of this paragraph shall not apply to the Secret Service Division, 
Treasury Department.” 
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JUSTIFICATION 


The Pay Act, Public Law 201, approved October 24, 1951, increased the salaries 
of the employees in the Secret Service Division, approximately 10 percent. 
Section 6 (a) of the act provided that the new rates of pay should become effective 
as of the first day of the first pay period after June 30, 1951, which was July 8, 
1951. On the basis of the average employment of 434 provided by the 
Appropriation Act of 1952, Public Law 111, Eighty-second Congress, $189,000 
was necessary to meet the pay increases for the fiscal year 1952. Due to the 
enactment of Public Law 233, Eighty-second Congress, $17,000 of the $189,000 
required for pay increases, was absorbed through estimated savings due to reduc- 
tion in annual leave. As the result of this absorption, only $172,000 was requested 
for pay increases for a reduced average employment of 430. No part of the money 
required for pay increases was included in the original 1952 appropriation. 


EFFECT OF REDUCTION IN THE APPROPRIATION REQUIREMENTS 


The action of the House of Representatives in reducing the supplemental 
appropriation by $17,200 will result in the dismissal of approximately 15 agents 
and 7 clerks on or before April 30, 1952, or the placing of a similar number on 
furlough for a period of at least 2 months. 

Under the rules and regulations governing reduction-in-force procedures, it 
would be necessary to give affected employees a 30 days’ prior notice of separa- 
tion which would not permit their release until the latter part of April and would 
involve terminal-leave payments in practically all cases. If an alternative action 
of placing these employees on furlough is taken, it would also be necessary to 
give 30 days’ prior notice of the action, due to the fact that the duration of the 
furlough would be in excess of 30 days. Since many of the employees involved 
would be young agents with families, this action would at least cause extensive 
hardships for them and many would find it necessary to seek other employment. 

This Service is reluctant to lose these agents because they were recruited for 
presidential protection and considerable sums and time have already been ex- 
pended io investigating their character and in training them to take over these 
highly specialized duties. 

One possible alternative considered would be to retain these employees and 
endeavor to pick up the necessary funds through the curtailment of travel by 
field investigators. Such action would greatly reduce the efficiency and pro- 
ductivity of the entire field force with the result that investigations would be 
delayed, the case backlog would be increased, and the general public which is 
victimized by the crimes involved would suffer additional hardships, Further- 
more, since it would not be possible to curtail Presidential travel during the 
remaining months of the fiscal year, funas for travel may in any event be reduced 
to a point where it would be impossible to pick up the additional funds necessary 
for the retention of these 22 employees. 


Chairman McKeuuar. Very well, you may proceed. 

Mr. BaueuMan. Mr. Chairman, we had a reduction of $17,000 for 
the pay increase for 1952. 

Chairman McKeuiar. $17,000 for 1952. How much are you 
requesting? 

Mr. Baucuman. $172,000 for 1952. Briefly, what this will mean to 
us is this: As you know, we have a small organization. It will mean 
a reduction of 22 positions, that is, 15 agents and 7 clerks, for a 2 
months’ period, May and June. Naturally, with that reduction, it 
will mean a decrease in the amount of work completed, investigative 
work and cases being completed. As it is right now, our case load has 
increased slightly in the past couple of months. 


ENFORCEMENT FUNCTIONS 


Senator Haypren. Your principal occupation is running down 
counterfeiters, is it not? 

Mr. BavauMan. Counterfeiters, check forgers, and bond forgers. 

Senator Maysank. How about narcotics? 
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Mr. BauGcuMan. No; narcotics is separate, that is the Narcotics 
Bureau. Then we have the protection of the President of the United 
States to handle. 

one Haypen. How many men of your force are detailed to 
that? 

Mr. Baueuman. Could I give that off the record, and then if you 
desire you may put it on. That is only for security reasons. 

Senator Haypen. Yes. 

(Discussion off the record.) 


NUMBER OF EMPLOYEES 


Senator Maysank. What is your total force? 

Mr. BaueuMan. The total number of employees in the Secret 
Service is 429 at the present time. 

Senator Haypren. Your business is to prevent counterfeiting and 
forging of checks, and so forth. It does not bring any money into 
the Treasury, but you do stop crooks from encroaching on the public 
by counterfeit greenbacks. 

Mr. BaueuMan. That is correct, sir. 

Senator Haypren. Then if someone steals a Government check you 
try to run that down. 

Mr. Bauauman. Yes. 

Senator Haypen. Or if they forge a Government check. 

Mr. Baueuman. That is right. 

Senator MAysank. Have you not found quite a number of these 
veterans’ checks have gone astray out of mail boxes? 

Mr. BaueuMan. Outside of the income tax refund checks, the 
greatest number of checks upon which we have had investigations 
concern the veterans’ checks. 

Senator Maysank. I might say that they caught the biggest coun- 
terfeiting ring, or one of the biggest, in my town. This gentleman 
was not head of it at the time. That was back when I was mavor in 
1934. I forget what your man’s name was. 

Mr. BavGuman. Lou Padgett. 


PERSONNEL DECREASE 


Senator Haypen. How many men will vou have to lay off with 
this cut? 

Mr. BauGuMan. It would be the equivalent of 15 agents and 7 
clerks. 

Senator Haypen. If you lay them off it will be for 3 months? 

Mr. BaueuMan. For 2 months. 

Senator HAypren. And then they come back on the rolls. You 
also have to pay them, I suppose, their terminal leave? 

Mr. BaucuMan. That is correct, sir. 

Senator Haypen. And the Government gets nothing for that? 

Mr. BavaHMAN. No, sir. 

I might point out that most of the men we would have to let go, 
were hired last March or April. 

Senator Maysank. After scrutinizing them very carefully. 

Mr. Baucuan. It takes 2 or 3 months to make an investigation, 


and we have given them extensive training. I know that while they 
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like to work for us, if we lay them off, from a financial viewpoint, they 
would have to seek another position, and it is a question if they would 
come back to us after a 2 months’ lay-off. As it is, these men only 
make $4,200 the first year they are in the service. 

Senator MaysBank. And you give a very thorough investigation 
before you hire someone. 

Mr. BaveauMan. We investigate them very thoroughly. 

Senator Haypen. I believe that is all I have. 

Chairman McKetuar. Are there any further questions? If not, 
thank you, gentlemen, very much. 

Mr. Baveuman. Thank you, Mr. Chairman. 


POST OFFICE DEPARTMENT 
Postat Operations, 1952 


STATEMENTS OF V. C. BURKE, DEPUTY POSTMASTER GENERAL; 
A. B. STROM, ADMINISTRATIVE ASSISTANT TO THE POST- 
MASTER GENERAL, AND C. N. BRUCE, DIRECTOR, DIVISION OF 
BUDGET AND PLANNING, OFFICE OF THE ADMINISTRATIVE 
ASSISTANT TO THE POSTMASTER GENERAL 


JUSTIFICATION 


Chairman McKeuvar. We will next hear from the Post Office 
Department. We have Mr. Burke, Deputy Postmaster General, 
Mr. Strom, and Mr. Bruce. 

Where is the Postmaster General? 

Mr. Burke. I have ordinarily taken care of these hearings. 

Chairman McKe.uar. He came down very regularly at first, and 
he has stopped. Has he gone on strike? 

Mr. Burke. Not at all, sir. I could get him, Mr. Chairman. 

Chairman McKer.uar. Go right ahead. 

Mr. Burke. If it is agreeable, Mr. Chairman, I will touch the 
high lights of the justification. ; 

Chairman McKetiar. We will put that in the record. 

(The information referred to follows: ) 


Postal operations, 1952 


Annual appropriation act, Public Law 111- -.-----.- $1, 850, 000, 000 











Supplemental appropriation act, Public Law 253_ ; i — 1, 000, 000 
Pending supplemental for pay increase, H. R. 6947, ch. XI. - 1 239, 064, 210 
Total amount appropriated and pending, 1952- __ -_- .-. 2,088, 064, 210 
Deduct: Comparative transfer to ‘‘General administration’’____- — 700 
Add: 
Comparative transfer from “General administration” _ _ . —- + 668, 551 
Comparative transfer from ‘‘Transportation of mails’’ __ - + 329, 000 
Total comparative amount appropriated and pending, 
Sal tia desitcbhs bidie Wik y oid bd ot) Gnineitd hid ii wle dbs aleh e 2, 089, 061, 061 
Estimated obligations-__ -_-. i Aa RE er ee” STE 
Estimated supplemental appropriation required. ....--.----- 27, 200, 000 


} Reduced by $2,414,790 pursuant to provisions of H. R. 6947, ch. XI. 
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(House hearings, pp. 421 to 423) 


(1) Page 6, line 16, of the bill, strike out ‘$10,000,000” and insert in lieu thereof 
“‘$27,200,000,”’ the estimate, or an increase of $17,200,000. 


HOUSE REPORT 


“The committee recommends an additional appropriation for 1952 of $10,000,- 
000, a reduction of $17,200,000 in the estimates for this item. The entire amount 
of the estimate was said to be required in order to pay for personnel required to 
‘replace those who take advantage of the additional annual leave granted postal 
employees by the passage of Public Law 233, Eighty-second Congress. However, 
an analysis of the obligations through the month of January, and a generous 
allowance for leave to be taken later in the year, failed to disclose a need in 
excess of the amount recommended.” 


JUSTIFICATION 


The House report states that the amount recommended in the bill, $10,000,000, 
was based on an analysis of the obligations through the month of January. 
Obligations through January amounted to $1,244,837,220. After deducting 
approximately $62,500,000 as the additional cost of handling Christmas mail, 
this results in a monthly average obligation of $168,900,000. At this same 
average for the remainder of the fiscal year, total obligations will amount to 
$2,089,337,000 exclusive of the cost of granting additional leave pursuant to 
provisions of Public Law 233. In view of the upward trend in postal business 
during the first 7 months of the fiscal year as compared with previous estimates, it 
is believed that this is a conservative estimate. Revenues through January were 
9.03 percent above the same period of fiscal year 1951. 

Total estimated obligations including the additional leave cost amount to 
$2,116,261,061. This is $27,200,000 in excess of funds available and the amount 
pending in H. R. 6947, chapter XI. Therefore, it will not be possible to absorb 
the cost of granting additional leave incident to Publie Law 233. 

Although the House report states that the amount recommended in the bill 
provides a generous allowance for leave to be taken later in the year, the estimated 
cost of $27,200,000 is based on a study of longevity records of the Department. 
The average number of days replacement varies with different personnel groups 
and no cost has been included in certain groups where it is not practicable to grant 
replacement of employees on leave. The estimate of the 1952 cost of this leave 
is $34,035,000. Therefore, the amount of $27,200,000 submitted to the House 
contemplates that the Department will absorb $6,835,000 of this cost. 

Throughout the field service of the Post Office Department, there are large 
groups of employees whose absences on leave require full replacement. If the 
Department does not have sufficient: funds to replace such absences, obviously 
it will be necessary to deny employees leave resulting in an obligation being carried 
to the next fiscal year. 

For consideration in this connection, attention is directed to Section 401 of the 
independent offices appropriation bill for 1953, H. R. 7072, as reported by the 
House committee. If this section is enacted into law the Department will be 
required to grant all leave earned by its employees during the calendar year 1951 
before June 30, 1952. This will result in additional leave replacement which 
further emphasizes the need for restoration. 


OVERALL APPROPRIATTIONS FOR 1951 


Chairman McKe tar. I would like to ask vou: What was your 
appropriation for last year? 

Mr. Burke. Do you mean for 1951, Mr. Chairman? - 

Chairman McKetuar. Yes. 

Mr. Burke. Did you want the total for the entire Department, sir? 

Chairman McKe.uar. Yes, sir. 

Mr. Burke. That was $2,399,628,687.69, plus a supplemental now 
before you for transportation, which brings the total to $2,461,206,- 
687.69. 
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Chairman McKe.uiar. Now what do you mean by the entire De- 
partment? 

Mr. Burke. The Department now, Senator, has four appropria- 
tions, as you know. 

Chairman McKe.uar. Four appropriations? 

Mr. Burke. They have four appropriation items. ‘This figure I 
have given you is the total of the four. One is for general administra- 
tion, another for postal operations, the third is for transportation, and 
the fourth is for claims. ‘The figure I gave you was the total of those. 


POSTAL DEFICIENCY 


Chairman McKetrar. For how long have you been running at a 
loss? 

Mr. Burke. Do you mean how long have we had a deficit? 

Chairman McKe uuar. Yes. 

Mr. Burke. In all but a few of the last hundred years. In all but 
about 12 of the last hundred years the Department has been operated 
at a deficit. 

Chairman McKeuuar. Say in the last 20 years, how many times 
have we had a deficit? 

Mr. Burke. In the last 20 years we have had 3 years with a 
surplus. 

Chairman McKe iar. How can you get it to pay its own way? 

Mr. Burke. We are trying to, Senator. We are trying to point 
out how it can pay its way all the time. 

Chairman McKe.rar. I wish you could. 

Mr. Burke. In 20 years we have had 3 years with a surplus. In 


1943 we had a surplus, in 1944 and in 1945 we had surpluses. 
Chairman McKeuiar. And in all the rest there were deficits? 
Mr. Burke. All the rest since and before back to 1920 there were 
deficits, and then there were a few years in there with surpluses, but 
apparently all the other years had deficits. 


OVERALL APPROPRIATIONS FOR 1952 


Chairman McKe.tiar. How much did you ask for in the 1952 
appropriation? 

Mr. Burke. In the original appropriation? 

Chairman McKetiar. How much did you ask for? 

Mr. Burke. For this particular postal operations item? 

Chairman McKer.uar. No, sir; for all of them. 

Mr. Burke. The original appropriation for the entire Department 
was $2,340,800,000. 


TOTAL APPROPRIATION ESTIMATE FOR 1953 


Chairman McKe.tiar. How much are you asking for this year? 

Mr. Burkr. Do you mean 1953? 

Chairman McKetxiar. Your estimate. 

Mr. Burke. The estimate for 1953 is $2,822,100,000. 

Chairman McKetuar. Is that what you asked for when you came 
before us last year? 

Mr. Burke. No, sir; the figure I have just given you, Mr. Chair- 
man, is the estimate for 1953. $2,340,800,000 is the amount of the 
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bill that we got last year. The last figure I gave you was for the 1953 
fiscal year. 

Chairman McKeuuar. Your estimate last year was $2,340,800,000, 
and this year your estimate was $2,822,100,000. 

Mr. Burke. That is right, sir. 

Chairman McKeuuar. This is larger than your estimate, is it not? 

Mr. Burke. It is larger than we originally estimated, Mr. Chair- 
man. 

SALARY AND LEAVE INCREASES 


Senator Haypen. Is that due to the pay raise? 

Mr. Burke. It is due to the combination of the pay raise which 
was passed by Congress last October and the change in the annual 
leave allowances to our field employees. You see, postel field em- 
ployees, prior to the bill effective January of this year, all got 15 days’ 
annual leave and 10 days’ sick leave. Under the new leave act, postal 
field employees were given the same leave privileges as were granted 
to all other Government workers, which meant that the 10 days’ 
sick leave was increased to 13 days. 

Chairman McKextiar. How much additional did that cost the 
Government? 


COST OF ADDITIONAL LEAVE FOR 1952 


Mr. Burke. We have combined the two, Senator. Each day of 
leave, regardless of the kind, costs in the field service about $5,000,000 
a day for each day that is added. 

Senator Haypen. How much is the total cost of this additional 
leave? 

Mr. Burke. The total cost of the leave we estimated for this 
fiscal year was that the cost of the additional annual leave and sick 
leave would be $34,035,000. 

Senator Haypen. That is $34,035,000 for the leave. 

Mr. Burke. That is right. 


COST OF SALARY INCREASE FOR 1952 


Senator HaypEen. What did the pay raise do to you? 

Mr. Burke. On the pay raise the amount sllowed in the supple- 
mental bill is $239,064,210-for postal operations. It is about 
$20,000,000 less than we estimated, but that is the actual amount in 
the bill. 

Senator HaypEen. There was $273,000,000 of additional cost that 
was imposed upon you after the Congress had acted on your appro- 
priation bill, is that right? 

Mr. Burke. That is correct, sir. 

Senator HaypEN. We got the bill through before we adjourned, and 
then this leave and pay raise business came after that. 

Mr. Burke. That is right. They were passed in October. 

Senator Haypen. You had to have this to meet those additional 
charges that were not in your bill last year, and which we did not 
allow at the time. The Congress came along and said that they were 
going to give them more leave, and that is going to cost $34,000,000, 
and the Congress gave more pay, and that is going to cost you $239,- 
000,000, or a total of $273,000,000. 

Mr. Burke. That is right. 
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EFFECT OF REDUCTION-OF-LEAVE COST ESTIMATE 


Senator Haypen. How much did you ask for in the way of a deficit 
to make up for that? 

Mr. Burxe. We asked in the case of the leave, the annual and 
sick leave, in our estimate a cost of $34,035,000. We were asked by 
the Bureau of the Budget to absorb $6,800,000 of it, so that the amount 
submitted to the House Appropriations Committee was $27,200,000. 
As the bill passed the House it was reduced by the $17,200,000 to a 
round figure of $10,000,000. 

Senator HaypEN. They will get the leave and you will have to 
pay it. How are you going to get around it? How are you going to 
meet $27,000,000 of obligation with only $10,000,000? 

Mr. Burks. Well, the only way we can do it if that is the final 
decision of Congress, is to deny employees the opportunity to take 
leave in the last few mouths in the fiscal vear. 

Senator Haypen. There is another law that says you have got to 
give it to them in the fiseal year, is there not? 

Mr. Burke. It does not say exactly in the fiscal vear, Senator. 

There is an amendment now pending which was passed in the inde- 
voniie nt offices appropriation. 

Senator Maybank. Let us not go into that. I went through that 
last year. 

Mr. Burke. | know that, and I probably should not have said it. 

Senator MayBank. You should have said it. We had this big 
fight on the independent offices bill and we had to get the bill recom- 
mitted to the committee. 

Senator Haypen. That is right. 

Senator MayBank. After a terrible fight finally the Post Office 
Committee brought out a bill. 


REDUCTION OF DEFICIT 


Chairman McKeuiar. I think you know more about the Post 
Office Department than anybody in it. You know how I feel about 
that. I would like to know how we can reduce this enormous deficit 
we have. How can we go about it? Could you give us a notion as to 
how to go about it? 

Mr. Burke. It appears that there is only one wey to do it. Our 
great difficulty is that we are selling our services to the people of this 
country. We maintain a service organization, and we are selling 
those services at a lower cost than it takes to maintain these services. 

Senator MayBank. That is on third- and fourth-class mails. 

Mr. Burke. On second-, third-, and at the moment we do not know 
exactly what the figure on the fourth-class mail is because we have 
just had an increase in those rates, but that was immediately followed 
by the salary increase. Our largest loss is on the second-class mail, 
newspapers and magazines. That is estimated now at about a quarter 
of a billion dollars a year. 

The Postmaster General has recommended increases in the rates 
of postage to be charged on second-class matter which covers news- 
papers and magazines, and third-class matter which covers the adver- 
tising. We are helpless. We cannot refuse to accept that matter 
in the mails when it is presented. The rates are fixed by the Con- 
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gress, and we have no authority to refuse to accept mailable matter 
under the rates that are fixed in the laws. So that frankly, as long 
as we operate at these bargain-counter rates, or really better than 
bargain-counter rates, we are going to have a tremendous amount of 
nonprofit business. That is what accounts for our deficit. 


SECOND-CLASS RATES 


Chairman McKe tar. If you take a pamphlet like this one I have 
in my hand, what does that go through the mails for? 

Mr. Burxe. Do you mean what would be the rate of postage 
on that? 

Chairman McKetuar. Yes. 

Mr. Burke. If it were a magazine or a newspaper and it had no 
advertising in it, and they had a second-class permit, probably a 
half cent. It is 1% cents per pound for reading matter, and then the 
advertising portion of magazines and newspapers is charged at the 
zone rates of postage. However, the strictly reading portions of the 


/ 


magazines and newspapers are sent for 14 cents a pound. They go 
up 10 percent under the last postage-rate increase. Those rates will 
be increased 10 percent a vear for the next 3 years. 

Senator MaysBank. Might I ask a question right there? 

Chairman McKe .uar. Yes. 

Senator MaysBank. In other words, as to the pamphlet Senator 
McKellar is talking about, with all of that weight and all of that 
printing, if it were sent to someone to read it could be delivered for 
half the price of a 1-page letter? 

Mr. Burke. Less than half of that. Your 1-page letter costs 3 
cents. 

Senator Maysank. And that would only cost a half-cent. 

Mr. Burxe. I would say those would run three to a pound on an 
average, a pamphlet about that size. That is the reason I said the 
postage on that particular one would be a half cent. That is one-sixth 
of what a letter goes for. 

Senator Maysank. In other words, it would be one-sixth of a 
letter and even one-fourth of.a postcard. 

Mr. Burxe. That is right, sir. 

Senator Maypank. I do not wonder that there is so much com- 
plaint. I do not know if the Post Office Department has made a 
check on it or whether the chairman has made a check on it, but how 
many people read those things? I never read them myself. 

Chairman McKe uar. I never read them, 

Mr. Burks. Most everybody we know says that they do not read 
them, but the people who distribute them keep on mailing them, 
so in some way, somehow, they must get a satisfactory return on 
their investment in postage and paper. 

Senator MaysBank. Do they not take that off their income tax, 
the big firms who send those around like that? 

Mr. Burke. I guess some of them do, I do not know. 

Chairman McKe.uar. If you take papers that are sent in bulk, 
sometimes half a roomful, to be sent from one city to another, how do 
they go out? 

Mr. Burke. .If they are placed in the mail, Senator, they are charged 
1% cents a pound for the reading portions and then the columns are 
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measured in the publication, and the percentage of the total weight 
that is represented by advertising matter is charged at the zone rates 
of postage. Now, I might explain to you, Senator, that the big city 
dailies do not use ‘the mails for a large percentage of their circulation. 
They are delivered by boys in trucks of their own. 

Chairman McKetiar. What about between cities? 

Mr. Burke. Between cities they would go in the mail at those rates. 
It is 14 cents a pound for the reading portion, and for the advertising 
portion in zones 1 and 2 it still remains 1 cents a pound; in zone 3 it 
is 2 cents a pound—and that is for the adver tising part of the public a- 
tion—in the fourth zone it is 3 cents a pound; in the fifth zone it is 
4 cents a pound; in the sixth zone it is 5 cents a pound; in the seventh 
zone it is 6 cents a pound, and in the eighth zone it is 7 cents a pound. 

The publications with not more than 5 percent of the total space in 
advertising are carried at 145 cents per pound. Then there are certain 
other groups that have religious, educational, and fraternal publica- 
tions that also enjoy low rates. 

Senator Mayspank. The Federal Government is losing the 85 per- 
cent tax that a lot of the corporations would pay that they expend on 
that. 

Mr. Burke. Those rates that I read to you are increased by 10 per- 
cent under the new law effective April 1 of this year, another 10 per- 
cent effective April 1 of next year 
EFFECT OF INCREASE IN SECOND-CLASS RATES 
Chairman McKetriar. Will that reduce the amount some? 
Mr. Burke. It will have a very small effect on the deficit, Senator, 
because the income we collect on postage from second-class matter is 
about $46,000,000 a year. It costs us almost $300,000,000 a year to 
handle it, so a 10-percent increase each year only means we pick up 
$4'4 million a vear. 

Senator MaysBank. Out of a $250,000,000 loss? 

Mr. Burke. Out of a $250,000,000 loss; so the effect on the total 
deficit is nil, or it is hardly noticeable. 


REDUCTION IN 





ESTIMATE FOR SALARY INCREASES 
Senator Haypen. I was under the impression that you got an addi- 
tional cut on the floor of the House; am I correct about that? 

Mr. Burke. We got a cut of 1 percent in the amount that the 
House committee recommended for the salary item, and we have 
made no protest on that, Senator. 

Senator Haypen. You think you can absorb the 1 percent? 

Mr. Burke. Yes, we are going to try it. It is awfully hard to do it, 
but I think we can. We are making no objection to that. 

Chairman McKe.tuiar. That language reads: 

None of the funds appropriated in this chapter for the Post Office Department 
shall be available for obligation or expenditure in excess of 99 percent of the amount 
carried in this chapter for said department; and none of the funds appropriated 
by this chapter for any other department or agency shall be available for obligation 
or expenditure in excess of 90 percent of the amount appropriated in this chapter 
for such department or agency. 


As I understand it, you make no objection to that? 


97036—52——-6 
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Mr. Burke. We were cut 1 percent in the Post Office Department. 
All other departments were cut 10 percent under that amendment 
voted on the floor. We are making no protest on the 1 percent. We 
are willing to accept that. We are making our appeal to your com- 
mittee on the restoration of the leave money which was in another 
section of the same bill. 


REQUEST FOR RESTORATION OF LEAVE COST REDUCTION 


Chairman McKe iar. What section was that? 

Mr. Burke. It is page 6, line 16 of the House bill. 

Chairman McKetxar. For an additional amount of postal opera- 
tions, $10,000,000. 

Mr. Burke. That is right, Senator. 

Chairman McKetiar. Was that the same item that you asked for 
$27,000,000 for before? 

Mr. Burke. We asked the House committee for it. 

Chairman McKe.uar. And you did not get? 

Mr. Burke. It just came up this year since the passage of the 
law in October. This $27,000,000 was not in the original estimate. 

Chairman McKe tuar. For the payment of employ ees, 

Mr. Burke. That is right, it is for the payment of replacement of 
employees in the widespread field service who get additional annual 
and sick leave as a result of the recent leave legislation. 

Chairman McKeuiar. There would not be any chance to make 
use of that to cut down the expenses of the Department? 

Mr. Burke. No. You mean to make use of the leave? 

Chairman McKe.uar. That ts right. 

Mr. Burke. No; in our case, Senator, in our field service, we 
have just the reverse of the rest of the Government; in the rest of the 
Government their leave was cut. They all got 26 days flat; so they 
were put under the scaling rate of 26, 20, and 13 days; and their 
sick leave was reduced from 15 days a year to 13 days a year. In 
our postal field service our employees got a flat 10 days of sick leave 
and a flat 15 days of annual leave, so that all of our senior emplovees 
who have been in the service longer than 15 years get 11 more days 
of annual vacation; all of that group who have been in the service 
from 3 to 15 years get 5 more days of annual leave. 

Chairman McKextuiar. And how much does that cost you? 

Mr. Burke. We estimated it would cost us the remainder of this 
fiscal year from the effective date in January $34,035,000. 

Senator Maypank. That puts on a parity with the other Govern- 
ment agencies? 

Mr. Burke. That is right, Senator, and our sick leave was increased 
3 days, from 10 days to 13. Our leave is entirely an increase which is 
directly opposite to the experience of the other Goresnmes depart- 
ments. 

Senator MaysBank. Because they had the leave before you. 

Mr. Burke. Our people never had as much leave in the field service 
in past years as the employees in the executive departments. They 
have always had less sick leave ard less annual leave. 

Senator MayBank. That is right. 7 

Senator Haypen. I think we have enough. 

Chairman McKet.ar. Are there any other questions? If not, 
thank you very much. 

Mr. Burke. Thank you, gentlemen. 
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DEPARTMENT OF THE INTERIOR 
SALARY INCREASES , 


STATEMENT OF OTIS BEASLEY, DIRECTOR, DIVISION OF BUDGET 
AND FINANCE, DEPARTMENT OF THE INTERIOR 


ABSORPTION OF EXPENDITURE INCREASES 


Chairman McKetiar. The next item we have to take up concerns 
the Department of the Interior. We have with us Mr. Beasley, the 
budget officer. You may proceed, Mr. Beasley. 

Mr. Brastey. I have a brief statement of 1 page that I will be glad 
to read or insert in the record and highlight, whichever you prefer. 

Chairman McKeuuar. Proceed as you see fit. 

Mr. Prastey. Mr. Chairman, in requesting this committee to de- 
lete the provision inserted on the House floor in the third supplemental 
appropriation bill, 1952, that reduced by 10 percent the supplemental 
appropriations necessary for the Department to meet pay-increase 
costs, I eall your attention to the following factors: 

(1) Out of a total cost of $15,308,432 for pay -increases, we have 
already taken steps to absorb $8,048,832 or nearly 53 percent of the 
cost. 

(2) Further absorption at this time would be extremely difficult 
since many of our operations this year were subject to curtailment by 
reason of at least 10 percent reduction in the budget estimates. Due 
to the delay in passing the 1952 Appropriation Act we were compelled 
to reduce such operations by more than 10 percent in order to bring 
obligations within the limits of appropriations. 

(3) Since the reduction of 10 percent in the supplemental appro- 
priations would require absorption through adjustments within a 
period of approximately 3 months, the adjustments would be out of 
proportion to the relatively small amounts involved. 

We have reviewed each appropriation item for the purpose of 
determining whether any part of the 10-percent reduction can be 
met without serious results and have concluded that it is possible to 
absorb an additional amount of $124,020. 

[ will be glad to advise the committee of the items involved if it 
should desire this information. 

Chairman McKetter. Put it in the record. 

Mr. Beastey. Very well, sir. 

(The information referred to follows:) 

Commission of Fine Arts: Salaries and expenses GEN $120 


Bonneville Power Administration: Construction se ; _. 59, 000 
Geological Survey: Surveys, investigations, and research. - - ‘cal 64, 900 


124, 020 


GENERAL PROVISIONS 
(P. 44, after line 2) 


Page 44, after line 2, and beginning in line 4 of the paragraph inserted in the bill 
on the floor of the House, change the semicolon to a period and strike out the fol- 
lowing: ‘“‘and none of the funds appropriated by this chapter for any other 
department or agency shall be available for obligation or expenditure in excess of 


90 bercent of the amount appropriated in this chapter for such department or 
agency.” 
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HOUSE REPORT 


This language was inserted in the bill on the floor of the House; therefore, no 
reference to the provision appears in the House report. 


JUSTIFICATION 


The amendment deletes language which would restrict the availability of funds 
appropriated in chapter XI of the bill for pay increases for agencies other than the 
Post Office Department to 90 percent of the amounts specified in that chapter 
as appropriations for that purpose, thus in effect making 10 percent reductions 
below the amounts reeommended by the House committee. 

The total estimated cost of pay increases under annual definite appropriations 
for the Interior Department in 1952 amounts to $15,308,432. Of this amouat the 
budget estimates proposed the absorption of $8,048,832 and recommended addi- 
tional appropriations of $7,259,600. Of the latter amount the House committee 
allowed $7,249,600 of which $323,000 appears in chapter VI of the bill and 
$6,926,600 was included in chapter XI. The 10 perceot reductior would applv 
to the several items making up the amount of $6,926,600 and would also apply 
to two transfer items amounting to $316,000 and to an item of $79,000 to be 
derived from Indian tribal funds. 

Estimates for supplemental appropriations for pay increases were carefully 
reviewed to obtain maximum absorption of pay increase costs within amounts 
heretofore appropriated. They also reflect savings anticipated as a result of 
changes in the leave law. Any further reductions at this time will seriously affect 
operations for the remainder of the fiscal year and particularly since any such 
reductions must be absorbed within a period of approximately 3 months. Details 
of the pay increase cost, the absorption, and adcitional appropriation requirements 
are set forth in a table appearing on pages 453-455 of the House hearings on the 
bill. 

Chairman McKetuiar. You said that you had to pay before it was 
appropriated. You do not pay out money before it is appropriated, 
do you? 

Mr. Brastey. No, sir; we do not incur obligations prior to appro- 
priations approved by Congress. 

Chairman McKe rar. That is what I thought. 

Mr. Beastey. There was set out in the House hearings beginning 
on page 453 a detailed statement of the pay act cost to the Interior 
Department, showing the amounts that we are absorbing under each 
item, and the amount of supplemental appropriations requested. 

Senator Haypen. Your principal complaint is, then, the 10 percent 
cut on the floor of the House. The committee action you do not com- 
plain about so much. 

Mr. Brastey. No, sir; we do not. 


EFFECT OF HOUSE CUT 


Senator Haypen. The House committee heard you and made an 
arrangement so that you could absorb part of this pay increase, but 
not all of it, and they allowed it. The blanket cut on the floor of the 
House is what you are complaining about, that all other departments 
except the Post Office Department must take a 10 percent cut. 

Mr. Breastey. That is right. 

Senator Haypen. And the effect of that amounts to how much 
money? 

Mr. Brastey. The effect of the 10 percent cut amounts to $692,660. 
We have found ways and means of meeting $124,020 of that. 

Senator McKetiar. I am interested in how you found that out. 
Where did you get that $124,000? 

Mr. Brasuey. We found places, Senator, where we would be willing 
to forego work that was programed for the remaining part of the 
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year, in order that it would not be necessary for this committee to 
restore that part of the reduction made on the floor of the House. 

Senator Haypen. You would just put off the work. 

Mr. Beastey. We would just put off the work, ves. 

Chairman McKe.uiar. Would it put you too far behind for that 
to be done in the numerous other cases? 

Mr. Beasiey. It can be done at the expense of some very important 
work, Senator. ‘T do not want to give the impression that there would 
be any wholesale dismissal of employees if we were required to absorb 
the entire amount of this $692,000. There are some places where 
we would have to discharge employees, but in most ‘instances we 
would effect an adjustment in the program. That would be at the 
expense of some very desirable work. In the case of the Bureau of 
Land Management, for example, in order to meet the 10-percent cut 
in the supplemental appropriations we would have to curtail the halo- 
geton weed-control program as well as some of the soil and moisture 
program. We feel that work is so important that it should go for- 
ward, and the 10-percent reduction made in the pay act money 
restored. 

Senator Haypen. If you live in the stock land out West they will 
tell you it is important. They are scared to death of that. 

Mr. Bras.iey. Yes. 

CONSTRUCTION PROGRAM 


Senator Haypen. How about construction contracts? How are 
you going to curtail where a man has a contract to do a certain amount 
of work on the job? 

Mr. Beastey. We will be able to absorb that through some delay 
in the contractors earning the amount of money that was contem- 
plated under the contract. 

Senator HaypEN. Say he has a job of building a canal or doing 
something of that kind. Are you going to tell him “We just are not 
going to be able to pay you and you have got to lay off some men and 
slow this thing down so that you will not earn as much in the next 3 
months as you would otherwise?’ Is that the way you do it? 

Mr. Beastey. That would be the procedure if we were required to 
go that far. However, in the case of the Bureau of Reclamation, we 
did not ask for any supplemental appropriations for construction to 
meet the pay act cost. We arranged to carry the contractor’s work 
forward as scheduled and still absorb the cost of the pay act increase. 

Senator Haypen. That is how you are able to absorb this $124,000. 
That must be most of it. 

Mr. Brastey. $59,000 of it is in the construction program of the 
Bonneville Power Administration. It is believed we can carry that 
program forward. It is possible that it would result in some delay, 
but we feel that we can take that chance. 

Senator HayprEN. You will have to take that chance if we do not 
have the money. 

That is all. 

Chairman McKeE iar. Very well, sir. Are there any other ques- 
tions? If not, we are very much obliged to you. 

The committee will recess at this time until 10:30 tomorrow morn- 
ing. 

(Whereupon, at 5 p. m., Monday, March 25, 1952, the committee 
was recessed to reconvene at 10:30 a. m., Tuesday, March 25, 1952.) 





